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SUMMARY 
In a fragmented and competitive industry, it is likely for the smaller role- 
player to be challenged in terms of competitiveness and market share.  It is, 
therefore, important for the smaller organisation to etch its position in the 
market, by increasing its competitive advantage.  In a milieu where there is 
a shift in distribution dynamics and the balance of power, and an increase in 
consumerism, the need to react is a pressing issue to be addressed by the 
smaller player. 
In the context of this study, the small and medium-low-impact intermediary 
in the South African short-term insurance industry is under pressure from, 
among others, direct distribution models and the increasing volume of the 
medium-high and high-impact intermediaries.  It is determined in this study 
that the intermediary is challenged by all five market forces, as postulated 
by Porter in the model of “the five forces that shape industry competition”.   
The intermediary organisation must adopt positioning strategies, and 
differentiate its offering, in order to stay relevant in the industry.   
The short-term insurance intermediate industry is classified as a service 
industry; and therefore, it has unique factors to attend to.  The positioning 
and differentiation strategies must be implemented without compromising 
the service quality levels.  Furthermore, in the development of positioning 
strategies, it is essential to investigate the traditional marketing mix, while 
amplifying the mix with contemporary views of the subject.  These form the 
basis of the positioning strategy; and from there, differentiation offerings can 
be shaped. 
A survey analysis of the product suppliers aims to identify the most 
important strategies for success. The study relies on the industry knowledge 
of the executives of these organisations, to steer the positioning strategies 
of the intermediary to fit in with their own positioning in the marketplace. 
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CHAPTER 1.   SETTING THE SCENE 
1. 1.   Introduction 
The financial services industry depends on various role-players in the 
market. The first requirement for the industry to exist is the need for 
consumers to use the financial service products provided.  On the other 
side of the spectrum, the product suppliers make these products available; 
and in the middle, the opportunity exists for an intermediary to act as a 
distribution channel. 
The intermediary consists of various business forms – ranging from the 
small independent financial service provider, who mainly operates in a small 
geographical area or in a niche-product area, to the large corporate 
financial service provider – with a national footprint and a wide variety of 
product offerings.  Although the various business forms vary in terms of 
size, brand awareness, internal processes and management skills, the 
competitive forces remain the same for all the entities.   
This produces a challenge for the smaller independent intermediary with 
limited marketing and management knowledge, to attain and retain a 
competitive advantage in a competitive market. 
In addition to rivalry within the traditional distribution segments, there exists 
an increasing threat from the direct distribution model competitors.  The 
following statement was made by Sam Friedman in an international 
insurance outlook study funded by Deloitte: 
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 “Agents and brokers are undoubtedly here to stay.  While the 
demise of the agent has been predicted periodically, they are still 
the dominant players in middle-market and smaller commercial 
accounts, as well as higher-level life and annuity sales, and are 
likely to remain so for the foreseeable future. They have also 
managed to retain a significant share of the personal lines 
market, despite the branding advantages of direct writers and 
captive agency competitors, although – as such products are 
increasingly commoditized and sold online, this segment will be 
harder to retain (Friedman, 2011, p.7).” 
Friedman suggests that even insurers traditionally serving through 
intermediated channels are reviewing the profitibility and growth potential of 
their current brokers.  Many insurers are also exploring the possibility of 
multi-platform marketing and sales.   
The international trends towards commoditization, direct distribution 
channels, captive agency competitors and online distribution are also 
present in the South African financial services industry.  The main findings 
of the “Strategic and Emerging Issues in South African Insurance” report of 
2010, conducted by PricewaterhouseCoopers, identified among others, the 
trends towards direct delivery and commoditization, consumerism and the 
rise of niche players.   
Pressing issues which must be faced are: regulation, retaining customers 
and recruiting or training in the distribution channels.  The report highlights 
the major weakness of the South African insurance industry. This is the 
shortage of technical skills.  Brokers are ageing; and there is an inability to 
attract new, committed and competent replacements.   
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This creates challenges for the product suppliers – as they are dependent 
on the broker market to perform various administrative and sales functions.  
This – in combination with weak client service, complex and pricy products 
and the need to add value for consumers – creates vulnerability for the 
traditional distribution channel (Metcalfe, 2010). 
The trends and issues internationally and locally suggest that the 
intermediate industry needs to respond, in order to remain relevant in the 
industry, and to retain its competitive advantage. 
Porter (2004a, p.4) distinguishes between the different sources of 
competition in the industry, with his model of the five forces that shape 
industry competition.  As illustrated in Figure 1-1, the five forces in an 
industry are the threat of new entrants, the threat of substitutes, the 
bargaining power of buyers, the bargaining power of suppliers, and the 
rivalry among existing competitors.  
If this model is analysed in terms of the market for intermediate financial 
services, the results would be: 
 Threat of new entrants – the entry barriers in terms of critical 
mass, economies of scale and regulatory requirements could 
deter new entrants.  However, other organisations like shopping 
retailers with large consumer bases and aggregators can enter 
the market, achieving enough critical mass to be a viable 
alternative. 
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Figure 1-1:  The five forces that shape industry competition 
 
Source:  Porter (2008a, p.80) 
 Bargaining power of buyers – the increased competitiveness of 
the industry, low switching cost of the customer, increased 
consumer knowledge and substitute services all have a negative 
influence on the relevance of the intermediary. 
 Bargaining power of suppliers – negative for the intermediary in 
terms of the low concentration of product suppliers, the 
importance of volume to the supplier preferring larger 
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intermediaries, and the possible forward integration by adopting 
direct channels.  Positive for the intermediary, in terms of the 
reliance on intermediaries as the primary distribution channel, the 
technical knowledge of the intermediary and the local knowledge 
in the specific markets. 
 The threat of substitute services, by using the direct distribution 
model – strong brand identity and high marketing spending of 
direct insurers, price positioning and differentiation strategies 
combined with low switching cost threaten the market share of 
intermediaries. 
 Rivalry among industry competitors – strong brand identity and 
visibility, financial strength, product choice and pricing advantage 
could shift the demand towards larger intermediaries, while small 
intermediary concentration, as well as the decline in the number 
of smaller intermediaries would increase the rivalry among them. 
In the field of strategic management, the theory of competitive advantage 
provides the tool for increasing competitiveness.  According to Porter 
(2004a, p.26), competitive advantage describes the way in which a firm can 
choose and implement a generic strategy, in order to achieve and sustain 
its competitive advantage.  It addresses the interplay between the types of 
competitve advantage, namely: cost and differentiation.  
Ultimately, this is predicated upon successful target market selection, 
positioning and differentiation. 
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1. 2.   Terminology used in the study 
Financial Services Board (FSB) 
The Financial Services Board is a unique independent institution, 
established by statute to oversee the South African Non-Banking Financial 
Services Industry in the public interest (Financial Services Board, 2011a). 
Financial Service Provider (FSP) 
The term refers to any person or entity, that as a regular feature of the 
business of such person or entity, furnishes advice and/or renders an 
intermediate service (Financial Services Board, 2011a).   
According to the Financial Services Board (2010, p.22), and  Financial 
Services Board (2011b, p. 29) FSPs are categorised according to size. 
 Small FSP:  Between one and two representatives. 
 Medium-low impact FSP: Between two and ten representatives. 
 Medium-high impact FSP: Between ten and 50 representatives. 
 High impact FSP: More than 50 representatives. 
Intermediary service 
The term refers to the furnishing of advice, performed by a person for, or on 
behalf of a client or product supplier – the result of which is that a client may 
enter into any transaction in respect of a financial product with a product 
supplier (Financial Services Board, 2011a). 
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Product supplier 
The term refers to any person or entity that issues a financial product 
(Financial Services Board, 2011a). 
1. 3.   Statement of the problem and sub-problems 
The researcher, as being actively part of the financial services intermediary 
segment, has witnessed several shifts in the make-up of the insurance 
sector since the new millennium. 
 The arrival and extraordinarily rapid growth of direct distribution 
insurance companies, featuring alternative distribution channels 
to the intermediate model.   
 Increased advertising by direct insurance companies, bank 
insurance channels, aggregators for insurance, corporate brokers 
and other less traditional channels.  According to Ruzicka (2010, 
pp.104-06), insurance companies are competing fiercely to 
convince the public to buy their products. 
 The entrance of new channels previously not present in the South 
African market.  As noted by Stokes (2011 [1]), shopping retailers 
have realised that they can sell insurance products to their huge, 
loyal database. They are entering into affinity partnerships or 
creating cell captives with insurance companies. 
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 The ageing and retirement of brokers in the small broker 
practices, and the decrease of new entrants into the small 
intermediary segment.  As identified by Friedman (2011, p.7), this 
is an international trend, where the industry as a whole has not 
effectively recruited a steady stream of new talent into the 
distribution system. 
 The consolidation of intermediaries through mergers and 
acquisitions, aided partly by the retirement of intermediaries – 
thereby, shifting the balance of power more towards the large, 
national and corporate intermediaries, the medium-high and high- 
impact financial service providers.  
 The arrival of regulation to professionalise the industry, which 
places an additional burden on smaller brokers through 
compliance and qualification requirements. 
 The rise and implementation of new technology for administrative 
and marketing functions. Efficient delivery and access to 
information have become priority issues, and traditional ways of 
conducting business are being replaced by the Internet.  The 
client has started to demand a level of self-sufficiency through 
Internet administration (Da Silva, 2010, p.105). 
 The shift of traditional insurers towards multi-platform offerings, 
where the distribution is done through intermediaries, as well as 
direct channels. 
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These factors threaten the existence and relevance of the small and 
medium-low intermediary; and the decline in this segment necessitates the 
development of strategies to increase its competitiveness. 
The main focus of this study, and therefore the problem statement, is: 
How to increase the competitiveness of the small and medium-low-
impact intermediary by adopting elements of service quality, 
positioning and differentiation market strategies. 
The sub-problems in this study are the following: 
 What elements of service quality are important to financial service 
providers to increase their competitiveness? 
 What is the nature of the competitive forces acting on financial 
service providers?  
 What positioning strategies can be adopted by financial service 
providers to increase their competitiveness? 
 What differentiation strategies can be adopted by financial service 
providers to increase their competitiveness? 
The solutions to these problems provide the basis for developing the 
positioning and differentiation strategies of the business.  The intermediary 
can carve a specific niche in the market place, premised on this analysis. 
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1. 4.   Scope and limitations of the study  
The study focuses on the marketing efforts of the intermediary. The 
categories of the intermediary that will be studied are the small and 
medium-low FSPs.  The general sizes of these intermediary practices vary 
from between one and ten representatives. They are registered by the FSB; 
and they represent 28% of the total number of representatives in the 
financial services industry.  
Figure 1-2:  Depiction of the total representatives by FSP size 
 
Source:  Financial Services Board (2010, p.22) 
The empirical study involves a survey of the product suppliers that provide 
the products to these selected intermediaries. The product suppliers 
selected are the typical insurers in the short-term insurance market who 
distribute their products through the intermediary channels.  In total, there 
are 24 companies that fit into this category. 
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The strategic thinking of the financial product suppliers is surveyed, in order 
to understand how they intend their products to be positioned by the FSP.  
Furthermore, their intimate knowledge of the distribution channels and the 
industry in general qualify these companies to offer a view on the 
differentiation strategies that could be adopted. 
In terms of the subcategory of financial service products, this study will 
focus only on two closely related subcategories, as categorised by the 
Financial Services Board (2011a). This study focuses on both the 
subcategories of short-term insurance: 
 Subcategory (2) – Short-term Insurance Personal Lines – 
Domestic insurance for private individuals, which mainly includes 
the insurance of private dwellings, house contents, personal 
vehicles and other property of a personal nature.   
 Subcategory (6) - Short-term Insurance Commercial Lines - The 
insurance market for commercial insurance packages that 
provides insurance solutions to businesses of any industry, form 
or size. 
Although the FSP might also be a provider of service and advice in any of 
the other categories, those categories are excluded from this study.  (Refer 
to Annexure A for a full list of the subcategories.) 
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1. 5.   Motivation for the study and the beneficiaries 
The motivation for research in this area is to provide the small and medium-
low impact intermediary with the knowledge of the various positioning and 
differentiation strategies. The study will be of value to these entities in 
providing a sound basis for marketing direction, as it will be based on the 
theoretical study of competitive advantage, service quality, positioning, 
differentiation and strategic marketing, combined with empirical verification 
by the financial product suppliers. 
The beneficiaries of this study are the vital role-players in the South African 
Financial Services Industry, as regulated by the Financial Services Board. 
The primary beneficiaries of the study are the financial service provider with 
a vested interest in the Financial Services Industry, as distributors of Short-
term insurance products and providers of financial service and advice to the 
consumer.  This study creates an awareness of, and provides alternatives 
for the theoretical principles of positioning and differentiation for these 
organizations. 
The financial product suppliers make use of financial service providers as 
their main distribution channel; and it is therefore, in the interests of the 
suppliers to propose strategic marketing directions available to the service 
providers.  The market direction of the intermediaries can then be aligned 
with the intended product positioning of the product suppliers.  Thereby, the 
product supplier can play an active role in the protection and expansion of 
their market share through an intermediary channel. 
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Professional bodies, which are the voice of the financial service providers 
and the guardians of the intermediary marketing channel, need to 
understand their members’ challenges and prospects. One of the objectives 
of the professional bodies is to protect and expand the market share of its 
members.  By understanding the strategic direction of the service provider, 
they can focus their attention on the critical marketing issues of the 
members. 
The regulator of the insurance industry, namely: the Financial Services 
Board, needs to acknowledge the relevance and the importance of a well- 
positioned, customer-focused and differentiated-intermediary industry to the 
interests of the public. By understanding the various differentiation 
strategies available to the intermediary, the FSB is offered a foundation for 
how to establish customer value. 
1. 6.   Research methodology 
The research methodology of this study is based on two cornerstones.  
Firstly, a literature review identifies theories than can be employed to 
provide possible answers to the sub-problem.  Secondly, an empirical study 
tests the theories in terms of their relevance to the sub-problems. 
 Literature Review 
The literature review probes the research field of marketing strategy, with 
the focus on service quality, positioning and differentiation.  Traditional 
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theories are scrutinized for their relevance and then supplemented by more 
modern views in this field of research.   
The literature study aims to identify the different elements of importance in 
terms of service quality, positioning and differentiation, so that an empirical 
study can be formulated with these elements forming the foundation of the 
empirical study.  The empirical study will be used to confirm the theory, as 
identified by the literature study. 
 Empirical Study 
The empirical study consists of a quantitative study to determine what the 
most relevant positioning and differentiation strategies are, and what 
elements of service quality are important in the financial services industry.  
The unit of analysis is the product suppliers that provide the products to the 
intermediaries. 
The executives of the product suppliers were surveyed by means of 
questionnaires.  The data are then analysed, in order to provide the 
preferred strategies for positioning, differentiation and service quality. 
1. 7.   Structure of the report 
DECLARATION 
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CHAPTER 2.   LITERATURE REVIEW 
2. 1.   Introduction 
To be competitive in its chosen industry, a business must be accurate in 
planning its marketing strategy.  According to Perreult et al. (2009, p.45), it 
is the “one-time” strategy that usually determines success or failure.  With 
“one-time” strategy, the authors refer to the decisions that will decide what 
business the company is in, and the strategies it will follow.  One of the 
components of the marketing strategy planning process is the process of 
differentiation and positioning, as illustrated in Figure 2-1. 
Figure 2-1:  Overview of the marketing strategy planning process 
 
Source:  Perreult et al. (2009, p.91)  
17 
 
Although it is important for a business to first select the desired targeting 
and segmentation of the market, this study focuses on the various 
differentiation and positioning strategies available to the business, after the 
target market has been selected.  This is illustrated in Table 2-1. 
Table 2-1:  The target market selection process  
Identify the total market 
Determine need for segmentation 
Determine bases for segmentation 
Profile each selected segment 
Assess potential profitability of each segment and select segments for 
targeting 
Select positioning strategy 
Develop and implement appropriate marketing mix 
Monitor, evaluate and control 
Source:  Hoffman et al. (2005) 
Positioning, according to Kotler and Armstrong (2010, p.63), is arranging for 
a product to occupy a clear, distinctive, and desirable place relative to 
competing products in the minds of the target consumer.  Positioning is, 
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therefore, about how organisations differentiate their products.  Businesses 
should plan positions that distinguish their products from those of competing 
brands. 
According to Perreult et al. (2009, pp.112-13), positioning refers to how 
customers think about proposed or current brands in a market.  Therefore, a 
marketing manager or business owner needs a realistic view of how 
customers think about the various offerings in the market.  Positioning 
issues are especially important when competitors are very similar in the 
market.  Differentiation is presented as a natural outflow from positioning.   
Porter (2004a, p.119) states that a firm differentiates itself from its 
competitors, only if it can be unique at something that is valuable to the 
buyer.  Differentiation is one of the two types of competitive advantage a 
firm may possess (The other is cost advantage (Porter, 2004a, p.62).).  It is 
important to note that the difference must be of value to the customer, 
otherwise it will not be perceived as differentiation.   
This view is shared by (Aaker, 2001, p.154) who contends that 
differentiation from competitors is a way of adding value to one’s products 
for one’s customers. 
Kotler and Armstrong (2010, p.64) sum up the concepts and importance of 
positioning and differentiation as follows: 
“In positioning its product, the firm first identifies possible customer 
value differences that provide competitive advantage upon which to 
build the position.  The firm can offer greater customer value, either by 
charging lower prices than competitors do, or by offering more benefits 
19 
 
to justify higher prices.  Thus, effective positioning begins with 
differentiation, actually differentiating the firm’s market offering, so that 
it gives consumers more value. Once the firm has chosen a desired 
position, it must take strong steps to deliver and communicate that 
position to target consumers.  The firm’s entire marketing programme 
should support the chosen positioning strategy.” 
The foregoing section describes where positioning and differentiation fit into 
the strategic marketing process, and how their significance is seen, as the 
basis of marketing.  These elements provide an introduction to manipulate a 
positioning strategy that will resonate in the minds of the customers.  
The final concept to be introduced is the development of an integrated 
marketing mix. These comprise a set of controllable, tactical marketing 
tools, which the firm blends to produce the outcome it wants in the target 
market.  The marketing mix consists of everything the firm can do to 
positively influence the demand for its products (Kotler & Armstrong, 2010, 
p.64). 
McDonald and Payne (2006, p26) explain that, in effect, the marketing mix 
is the flexible coupling between the supplier and the customer, which 
facilitates the matching process. The marketing mix had its origins in the 
60s when Neil Borden identified twelve controlable marketing elements that 
would result in a profitable business operation.  Jerome McCarthy reduced 
these factors to a simpler model of four elements: product, price, promotion 
and place (Constantinides, 2006, p.408). 
These elements soon became known as the 4Ps. They have subsequently 
become embedded and entrenched as the building blocks and theme 
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elements of marketing phrasing (Burger, 2003, p.3). 
In relation to services marketing, the concept of the 4Ps has, however, over 
the past years been criticized for being too limited in its approach to 
programming the marketing mix. Various authors have added additional 
dimensions or disregarded some of the Ps.  The work of Constantinides 
(2006, p.418) identifies the services mix, as recognised by Booms and 
Bitner, with the addition of three more Ps, namely: participants, physical 
evidence and process.   
Constantinides (2006, pp.419-420) has also identified various other authors 
with different viewpoints on the marketing mix. 
Burger (2003, pp.4-5) makes note of the development of three additional Ps 
by Lovelock. These refer to personnel, physical evidence and procedures.  
This is closely related to the earlier work of Booms and Bitner.  McDonald 
and Payne (2006, p.27) also identified three more concepts – to produce a 
holistic view of services marketing, namely: the influence of people, 
processes and customer service. 
It is, therefore, important in a theoretical study on the subject of services 
marketing to include more than just the traditional 4 Ps to the marketing 
mix.  A different view, however, is taken by Kotler and Armstrong (2010, 
p.67). Although they acknowledge physical evidence, people and 
processes, they do not accept the importance of these additional factors, 
but rather allow for a different approach to the 4Ps.  The concept of the 4Ps 
takes the sellers’ view of the market.  To be effective, the approach must be 
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adapted to take a view from the buyers’ perspective.  It is proposed to view 
the products as the solution to customer problems; price as the total cost of 
ownership; place as convenient availability, and promotion as two-way 
communication. 
By combining the concepts of positioning strategies, differentiation 
strategies and the marketing mix, the literature review attempts to provide a 
roadmap for increasing and sustaining the competitive advantage of a 
business in its chosen target market.  It directs such a business to achieve 
superior competitve advantage; the business must differentiate its offerings 
to provide real or perceived value to the customer; it must position itself in 
the minds of the customers, as providing the solution to their unique needs; 
and it must program the marketing mix to suit the expectations of the 
customer. 
2. 2.   Services marketing 
Services have unique characteristics that differentiate them from goods or 
manufactured products. It is widely accepted in marketing literature 
(McDonald & Payne, 2006, p.17); (Stanton & Futrell, 1989, pp.498-500); 
(Kotler, 2003, pp.446-49); (Hoffman et al., 2005, pp.317-21) that these 
unique characteristics resemble the following: 
Intangibility – Services cannot be seen, tasted, felt, heard or smelled before 
they are bought.  To reduce uncertainty, buyers will look for evidence of the 
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service quality, and will draw conclusion on quality from the place, people, 
equipment, communication material, symbols and price they see. 
Inseparability – Services are generally produced and consumed 
simultaneously.  If a person renders the service, then the provider is part of 
the service.  Because the client is also present as the service is produced, 
provider-client interaction is a special feature of services marketing.   
Heterogeneity – Services are highly variable, because they depend on who 
provides them and when and where they are provided.  Service buyers are 
aware of the variability of service, and often talk to others before selecting a 
service provider. 
Perishability – Services are highly perishable and cannot be stored.  
Furthermore, the services fluctuate considerably by the season, by the day, 
or even by the hour.  The inability to conduct an inventory creates profound 
difficulties for marketing services.  In a manufacturing setting, the ability to 
create an inventory of goods means that their production and consumption 
can be separated by time and space.   
Services, however, are usually consumed at the place of production. 
2.2.1.   Utilizing the unique characteristics of services  
Constantinides (2006, p.411) argues that during the period from the 1960s 
to the 21st century, there has been an evolution of consumer behaviour.  
One of the changes has been the gradual evolution from the consumer 
markets towards the contempory increasing global, segmented, customised 
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or even personalised market. The new issues of vital significance are 
innovation, customisation, relationship-building and networking.  Although 
this statement is directed towards marketing in general, it is especially 
relevant for the service industry.   
Segmentation, customisation, personalisation and relationship-building are 
the building blocks of the characteristics of services.   
Christensen and Overdorf (2000, p.8) distinguish between two types of 
innovation.  The first is sustaining technologies, which refer to innovations 
that make a service perform better in ways that customers in the 
mainstream market already value.  These innovations are easier to respond 
to than disruptive innovations (which refer to the creation of an entirely new 
market through the introduction of a new kind of service).   
Although the mainstream market does not always value these new 
innovations, they can improve in time to address the needs of customers in 
the mainstream of the market.  Since these innovations do not fit well with 
the values and processes of established companies and market leaders, it 
falls to the smaller companies to produce these disruptive innovations. 
The challenge, consequently, exists for businesses to be innovative in a 
market segment where customisation, personalisation and relationship- 
building constitute the prevalent factors for competitive advantage. 
Hoffman et al. (2005, p.321) state that the marketing department in a 
services environment must maintain a much closer relationship with the rest 
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of the departments in a business, than that which is needed in a goods-
producing business.  This route to achieving the competitive advantage by 
being innovative, customised and personalised – through utilizing the 
unique characteristics of services – will be discussed next. 
Kotler (2003, p.446) stipulates that the service provider should manage the 
evidence to address the intangibility of services.  The service marketers are 
challenged to add physical evidence and imagery to conceptualise the 
service offering.  Kotler proposes that the positioning ideas must be made 
tangible, through a number of marketing tools. 
The managable marketing tools include the place, people, equipment, 
communication material, symbols and price.  It is possible for the business 
to convey its positioning message through the manipulation of these tools. 
Stanton and Futrell (1989, p.499) placed far more emphasis on the 
communication material; and they suggested that the sales force and 
marketing program must concentrate on the benefits derived from the 
service, rather than on the service itself. 
Zeithaml et al. (1985, p.35) mentioned strategies that involve personal 
communication with the customer through post-purchase communication 
and the stimulation of word-of-mouth communications. This strategy is 
validated by noting that communication provides sellers of intangible 
products with a reinstatement of their presence and performance in the 
customers’ minds, reminding them of their continuing presence and the 
value of what is constantly being delivered (Levitt, 1981, p.100). 
25 
 
Another strategy highlighted by Zeithaml et al. (1985, p.35) is the creation of 
a strong organizational image, which matches the marketing tools, as 
identified by Kotler (2003, p.446). 
Hoffman et al. (2005, p.318) classify the inseperability characteristic of 
services, as being the most intriguing of the service experience. The 
involvement of the service provider, the customer, as well as the 
involvement of other customers, provides for a multi-dimensional approach 
to satisfy customer-service demands.   
The service provider, therefore, becomes part of the physical evidence of 
the service experience. A concept highlighted by Hoffman et al. is the 
relationship between  employee satisfaction and customer satisfaction.  
These authors propose that employees be treated as internal customers of 
the firm, as their satisfaction with the business would influence the 
experience of the external customers. 
The first concept Kotler (2003, p.447) put forward is the case of buyers’ 
interest in the specific provider, especially with professional services.  This 
provides efficiency challenges for the provider, because services that can 
be performed by the employees are shifted towards the professional service 
provider. Stanton and Futrell (1989, p.499) also acknowledged the 
limitations this places on the scale of operations, as one provider can only 
provide professional services to so many clients.   
Kotler (2003, p.447), however, argues that when clients have a strong 
provider preference, the price is raised to ration that preferred provider’s 
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time.  Kotler proposes other ways around these limitations, by training more 
service providers and by building up client confidence. 
The second concept is the customer’s involvement and the co-production of 
a service that creates challenges, as well as opportunities, to support the 
customer experience.  The need to accommodate their physical presence 
influences the design of the setting, but it also provides the opportunity to 
boost the positioning strategy through ambience.   
Hoffman et al. (2005, p.319) refer to customers in a co-produced setting, as 
partial employees, since they can customise their own service and often 
produce it faster and less expensively than if the business had produced it.  
Since the advent of the internet and other technologies, opportunities exist 
to not only remove the customer from the business’s setting, but also to 
increase the efficiency of the service, as customers can frequently perform 
the service themselves (Kotler & Armstrong, 2010, p.262). 
The third aspect highlighted by Hoffman et al. is the presence of other 
customers during the service process.  This can produce either a negative 
environment with the presence of disruptive customers, or a positive 
environment.  The presence of other customers can act as a tangible clue 
that the impending service experience may be satisfactory. 
Heterogeneity of services places a challenge on the “product planning” 
stage of the service design to produce services to ensure consistency of 
quality, with high levels of quality control (Stanton & Futrell, 1989, p.499). 
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Kotler (2003, p.448) establishes that there are three ways to ensure high 
levels of quality control.  The first is to ensure that the recruiting of the right 
employees is done and providing them with excellent training.  The second 
way is to standardize the service-performance process throughout the 
organisation, by means of a service blueprint.   
The third step is by customer satisfaction monitoring through suggestion 
and complaint systems, customer surveys and comparison shopping. 
There are two directions of marketing strategies to follow to solve the 
inherent problem with heterogeneity.  The first, which is similar to the 
findings of Kotler (2003, p.448), is to standardize, or as Zeithaml et al. 
phrase it, to industrialize services.  The second is the customisation of 
service, which in effect is the opposite of standardization (Zeithaml et al., 
1985, p.35). 
The inability to store service, the root of the perishability characteristics of 
services, causes service quality problems with fluctuating demand (Stanton 
& Futrell, 1989, p.500). 
Zeithaml et al. (1985, p.35) and Kotler (2003, p.449) assert that to cope with 
the problem associated with fluctuating demands, simultaneous 
adjustments in demand and capacity must be made to achieve a closer 
match between the two. 
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These authors propose that on the demand side: 
 Differential pricing would shift some demand from peak to off-
peak periods. 
 Non-peak demand could be cultivated, to increase the demand 
during off-peak times. 
 Complementary services can be developed during peak times, to 
provide alternatives to waiting customers. 
 Reservation services are a way to manage the demand level. 
On the supply side: 
 Part-time employees can be hired to serve during demand peaks. 
 Peak-time efficiency routines can be introduced, where 
employees only perform essential tasks during peak periods. 
 Increased customer participation can be encouraged. 
 Shared services can be developed, where different businesses 
utilize the same equipment. 
 Invest in facilities for future expansion. 
By utilizing the marketing strategies proposed by these authors, it is 
possible for firms to increase their competitive advantage and even for 
small businesses to compete with large organizations.  Adopting these 
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strategies can lead to the innovation, customization and personalization 
required to remain competitive.   
Later in this study, it becomes apparent how these strategies can be used 
to fit into the differentiation and positioning marketing strategy of the 
business. 
2.2.2.   Service differentiation, service quality and service 
productivity 
Kotler and Armstrong (2010, p.259) contend that as competition and costs 
increase, and as productivity and quality decrease, more service marketing 
sophistication is needed.  Service firms face three major marketing 
challenges. They need to increase their service differentiation, their service 
quality and their service productivity. 
The same authors offer a solution to price competition, by developing a 
differentiated service through the offering, delivery and image of the service.  
The offer can include innovative features that set one firm’s offering apart 
from the competitors’ offerings. 
The service delivery can be differentiated, by having more able and reliable 
customer-contact people, by developing a superior physical environment, in 
which the service product is delivered, or by designing a superior delivery 
process.  
Finally, service firms can also work on differentiating their images by means 
of symbols and branding.  
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Managing service quality can allow a business to differentiate itself, by 
delivering consistently higher quality than its competitor. Service providers 
need to identify what the target market expects concerning quality; and then 
they need to deliver on those expectations. 
Kotler and Armstrong (2010, p.262) realise that service quality starts with 
the employee; and therefore, service quality starts with empowering front-
line service employees.  By giving the employees authority, responsibility 
and incentives, they can recognise and cater for the needs of their 
customers.  
Service quality refers to conformity to specifications.  In a more practical 
view, it may be defined as setting standards according to customers’ needs 
and then meeting them.  Service quality is distinguished by technical quality 
and functional quality.  Technical quality refers to the quality of what is 
delivered.  Functional quality refers to the quality of the delivery process.  
Process quality and output quality are terms, which imply that process 
quality is judged during the service process and output quality is judged 
after the service process (Berry et al., 1985, p.45). 
Berry et al. (1985, p.45) identify ten determinants of service quality: 
 Reliability – consistency of performance and dependability. 
 Responsiveness – willingness or readiness of employees to 
provide service. 
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 Competence – possession of the required skills and knowledge of 
how to to perform the service. 
 Access – approachability and ease of contact. 
 Courtesy – politeness, respect, consideration and friendliness of 
contact personnel. 
 Communication – keeping customers informed, listening to 
customers, assuring the customer. 
 Credibility – trustworthiness, believability, honesty and company 
reputation. 
 Security – freedom from danger, risk or doubt from physical 
safety, financial security and confidentiality. 
 Understanding the customer – making an effort to understand the 
customer’s needs. 
 Tangibles – physical evidence of the service. 
The downside to managing service productivity could be the possible 
negative effect it has on service quality.  It is imperative for service firms to 
increase their productivity and to drive down costs.  There are several ways 
of improving service productivity, but firms must be mindful of how they 
create and deliver customer value – to not take the “service” out of service 
(Kotler & Armstrong, 2010, p.262). 
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Strategies to improve service, as offered by Kotler and Armstrong (2010, 
p.262) include the following: 
 Increase the training or quality of employees. 
 Increase the quality of service by decreasing the quantity. 
 The provider can industrialise the service by means of equipment 
or procedures. 
 Harness the power of technology. 
It is clear that when it comes to service differentiation strategies, service 
quality management and service productivity, management are challenged 
with strategies to utilize the unique characteristics of services. 
2.2.3.   Prospects for future growth in the marketing of services 
“There is every reason to believe that services will continue to take an 
increasing share of the consumer dollar, just as they have done generally 
over the past 40 years” (Stanton & Futrell, 1989, p.509). 
According to Stanton and Futrell (1989), it is generally accepted that the 
demand for services is less sensitive to economic fluctuations than the 
demand for products. The demand for business services should also 
continue to expand, as the need for specialised business services is 
realised. 
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The only barriers to these growing demand possibilities are internal and 
external factors that could influence the demand.   
External factors refers to the elimination of the need for services, such as 
clients doing their own service, or products or services designed in such a 
way as to eliminate the need for service delivery. In the case of 
intermediaries, the challenge of changes in the distribution channels can 
disrupt the growth for demand in intermediated services. 
Internal factors, such as the relative small size of businesses, the shortage 
of people with specialized skills and limited marketing skills, could impede 
the exploitation of these potentially demanding growth areas. 
2. 3.   Competitive advantage  
Where positioning was once at the heart of strategy, its place has been 
taken by operational effectiveness.  And although operational effectiveness 
is essential in today’s business environment, it is not sufficient.  Operational 
effectiveness means performing similar activities in a better way than rivals 
perform them.   
Strategic positioning means performing different activities from rivals or 
performing similar activities in different ways.  Relying on operational 
effectiveness will draw companies towards imitation and homogeneity and 
not towards sustained competitive advantage (Porter, 2008b, pp.37-43). 
Porter (2008b, pp.43-45) insists  that competitive strategy is about being 
different.  It means deliberately choosing a different set of activities to 
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deliver a unique mix of value.  Porter, furthermore, states that strategic 
competition can be thought of as the process of perceiving new positions 
that woo customers from positions or draw new customers into the market. 
The companies to imitate, are the companies that manage to invent new 
markets, quickly enter up-and-coming markets, and radically shift customer 
preferences in established markets. The critical tasks for business is to 
create services with irresistable functionality, or to create services that 
customers need, but have not yet imagined (Prahalad & Hamel, 1990, 
p.80). 
In the short run, a company’s competitiveness derives from the 
price/performance attributes of current offerings.  However, in the long run, 
competitiveness derives from an ability to develop, at lower costs and more 
speedily than competitors, the core competencies that produce surprising 
offerings.   
Therefore, the roots of competitiveness exist in the businesswide 
competencies of the business (Prahalad & Hamel, 1990, p.81). 
According to Prahalad and Hamel (1990, p.82), core competence is 
communication, involvement and a deep commitment to working across 
organizational boundaries.  It involves many levels of people, and all 
functions. 
“Competitive advantage cannot be understood by looking at a firm as a 
whole.  It stems from the many discrete activities a firm performs in 
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designing, producing, marketing, delivering and supporting its product.” 
(Porter, 2004a, p.33)   
With these observations, Porter supports the considerations of Prahalad 
and Hamel that competitive advantage is the sum of the many different 
things a business does better than the competitors do them. 
Porter (2004a, pp.33-37) introduces the concept of the value chain.  With 
this concept, the strategically relevant activities are examined, in an attempt 
to understand the potential sources of differentiation. Competitive 
advantage stems from an arrangement of activities; and in any one of these 
activities, it is possible to derive a differentiation idea. 
Prahalad and Hamel (1990, pp.83-85) provide the test for core 
competencies in a business.  Firstly, a core competence provides potential 
access to a wide variety of markets.  Secondly, a core competence should 
make a significant contribution to the perceived customer benefits of the 
end offering.  Finally, a core competence should be difficult for competitors 
to imitate.   
However in another study, Prahalad and Hamel caution that few competitive 
advantages last long, and that the first mover to act on the insight is more 
successful than the last.  Keeping tally of existing advantages is not the 
same as building new advantages.  The essence of strategy lies in creating 
tomorrow’s competitive advantages faster than competitors imitate the ones 
firms possess today.   
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Building new competitive advantages is, therefore, a continuing process  
(Hamel & Prahalad, 2005, p.152). 
Prahalad and Hamel warn companies that not to look at competitiveness in 
these terms, businesses run the risk of eroding their core competencies.   
The tangible link between identified core competencies and end offerings is 
the core services themselves.  Core services are the components that 
actually contribute to the value proposition of the end offerings (Prahalad & 
Hamel, 1990).  Organisations are challenged to answer the question of 
“What business are you really in?”, and to plant the idea of meeting the 
needs of one’s customers.   
Levitt warns about not defining a business broadly enough, but allowing the 
competitors to tap the needs of its customers (Levitt, 2004, pp.138-49). 
By aligning the core services to where the business has a competitive 
advantage over the competitors with the needs analysis of the customer, it 
is possible to develop end service an offering that is differentiated and 
desirable to the customer. Identifying the core services instead of end 
services allows the business to define the market broadly enough to sustain 
growth and maintains its competitive advantage – by having a more holistic 
view of the customer’s needs.  
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2. 4.   Strategic marketing 
The concept of strategic marketing, as defined by Cravens (1982, p.18) is a 
process that consists of three broad components. 
 Strategically analyzing environmental, competitive and business 
factors that affect business units, and forecasting future trends in 
business areas of interest to the enterprise. 
 Participating in setting objectives and formulating corporate and 
business unit strategies. 
 Selecting target market strategies for the product-markets in each 
business unit, establishing marketing objectives and developing, 
implementing and managing marketing programme positioning 
strategies for meeting target-market needs. 
The above bares resemblance with the marketing strategy planning 
process, as illustrated by Perreult et al. (2009) in Figure 2-1 on Page 16.  
As both these sources note, target market strategy and the marketing 
programme positioning strategy is the essence of marketing strategy (refer 
to Table 2-2 below for Cravens’ view).    
Cravens also adds to this model the strategic marketing plan to specify the 
target market strategies, objectives and marketing positional strategies.  
Also included in the strategic marketing plan, are the design of the 
marketing organization and supporting financial analysis (Cravens, 1982). 
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Table 2-2:  The strategic marketing planning process 
Corporate mission and objective 
Business unit analysis 
Strategy for each business unit 
Defining and analysing product markets 
Target-market strategy 
Marketing programme positional strategy 
Product 
strategy 
Distribution 
strategy 
Price 
strategy 
Promotion 
Strategy 
The strategic marketing plan 
Evaluating marketing performance 
Source:  Adapted from Cravens (1982, p.19) 
According to Cravens (1982, p.26), strategic marketing planning requires 
managerial and technnical skills in the areas of marketing research and 
strategy, financial analysis, product or services planning capabilities and 
experience with formal strategic planning techniques and approaches. 
The elements of the strategic marketing planning process that are 
discussed in this part of the study are the influence of the target market 
strategy on the strategic market programming, and the marketing plan.  
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Following these discussions, the relevance with generic competitive 
strategies, as portrayed by Michael Porter should be considered. 
The separation of markets into distinct groups, based on homogeneous 
characteristics is called market segmentation.  Each of the divided markets, 
or market segments that a company selects to reach with its marketing 
effort is the firm’s target market.  This process of matching a specialised 
marketing mix to the needs of a specific market segment is called target 
marketing (Hoffman et al., 2005, p.236). 
Cravens (1982, p.167) identifies two strategic directions in target marketing 
selections.  The business can either opt for a mass target market strategy 
or a niche target market strategy.  With mass targeting, the business uses 
one marketing programme for all its consumers.  With the niche strategy, a 
business can target a single niche with its marketing programme, or it can 
target several niches with different marketing programmes.  
According to Hoffman et al. (2005, p.240), identifying the market allows a 
company to know who to analyse in its efforts to better understand potential 
and actual consumers.  Targeting market segments with a marketing mix 
that is customised for specific needs, increases the likelihood of sales 
effectiveness and cost efficiencies in reaching  that market. 
An important task in the market segmentation process is to establish 
whether the market needs to be segmented.  For the segmentation to be 
justified, Hoffman et al. (2005, p.244) hold that: 
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 There must be differences with respect to customer needs or 
demands. 
 Potential product or service variations must be cost-effective or 
profitable. 
 Implemented product or service differences must be apparent to 
customers. 
(Hoffman et al., 2005, p.244) 
Perreult et al. (2009, pp.101-03) list several possible segmenting 
dimensions and typical breakdowns for consumer markets.  They also 
demonstrate the relation of potential target market dimensions to marketing- 
strategy decision areas.  It is, thereby, possible to adapt the elements of 
product, price, place and promotion to conform to the target market 
dimensions. 
The bases for segmentation, in the view of Hoffman et al. (2005, p.245-51), 
include the following : 
 Demographic segmentation, such as age, income, family life 
cycle and suchlike. 
 Geographic segmentation, with reference to regional, provincial, 
national areas, and suchlike. 
 Lifestyle segmentation for example values, motives, lifestyle, self-
concept. 
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 Benefits-sought segmentation where preferences for the specific 
characteristics of a services offering are sought. 
 Situational segmentation, such as physical surroundings, social 
surroundings, reason for purchase etc. 
 Behavioral or usage segmentation, where degree of loyalty and 
consumption patterns are analysed. 
It is thus evident that the reason for focusing on a specific target market is 
to tweak the marketing mix and differentiation strategy to provide some 
group of potential customers with superior value, thereby increasing the 
competitive advantage of the business.  By doing this, the target market 
should view the business’ position in the market, as being distinctively 
suited to their preferences and wants (Perreult et al., 2009).   
In support, Cravens (1982, p.197) adds that selecting a target market 
strategy is the first half of the strategic marketing equation.  The second 
part is choosing the right marketing programme for meeting the needs of 
the customers in the target market and achieving the business’ marketing 
objective.  The positioning strategy, together with differentiation, is the focus 
of this study. 
The role of the marketing plan, as a component of the marketing strategy 
process, together with the key components of a marketing plan, will now be 
discussed.  McDonald and Payne (2006, p.235) advise that considerable 
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investment is made in compiling a marketing plan; and it brings increased 
prospects for success.   
When the whole business is geared to supporting the marketing planning 
process, this phenomenon plays a key role in shaping organizational 
behaviour. It is, therefore, clear that marketing planning is much more than 
merely a systematic process.  McDonald and Payne note that “it is not the 
marketing procedures that achieve success, but the creative thinking 
process that they stimulate”.  
McDonald and Payne offer a step-by-step system for the marketing plan, 
but they caution that it is not a “form-filling exercise”.  Creativity and 
involvement from colleagues should be encouraged.  Ultimately, the goal is 
to create value to the customer and sustain the competitive advantage. 
Cravens (1982, pp.364-67) emphasizes that the marketing plan should 
commence with the top management’s objectives and plans for each 
business unit. These must be clearly understood.  The plan would typically 
consist of strategic marketing, finance, operations and other functional 
plans.  It is, therefore, a process that engages the entire business and 
incorporates the business’ strategic planning. 
When comparing the works of different authors, Jones (2005, pp.14-40) 
concluded that certain components of a marketing plan are paramount to 
the plan.   
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Accordingly, the marketing plan typically includes the following elements: 
 Situational  analysis. This can consist, for example, of an 
environmental analysis, including the generic macro- and micro- 
management environment, a SWOT analysis and competitor 
analysis. 
 Marketing goals and objectives. 
 Marketing strategies and management of the marketing mix and 
differentiation strategies. 
 Financial budgets and plans. 
 Marketing controls. 
Premised on the concepts of marketing strategy, target-market selection 
and the formation and implementation of the marketing plan, it becomes 
clear that these concepts build on or have at their core positioning and 
differentiation strategies. 
To conclude the section on marketing strategies, the views of Porter 
(2004b, pp.35-40) on competition and strategy are provided.  The three 
generic strategies available to outperform other firms in a industry are: 
 To achieve overall cost leadership in an industry through a set of 
functional policies aimed at the objective of low cost relative to 
competitors.  A great deal of managerial attention to cost control 
is necessary to achieve these aims.  Having a low cost position is 
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a strategy aimed against strong competitive forces, so that the 
business can earn above-average returns and still provide at a 
low cost. 
 Where differentiation provides a defensible position against 
competitive forces, although in a different way to cost leadership.  
Differentiating the service offering creates something that is 
perceived industrywide as being unique. And this leads to more 
loyal customers, thereby reducing the sensitivity to price. 
 Where cost leadership and differentiation strategies focus on 
providing these attributes industrywide, focus strategy 
concentrates its efforts on a particular segment or target market.  
The strategy allows the business to serve the narrow strategic 
market more efficiently or effectively than broad-based 
competitors. 
Porter warns that by not adopting these strategies, the business will 
become “stuck in the middle”, and that is a guarantee of low profitibility.  
The reason for this is that the business cannot compete on price relative to 
other competitors.  It does not have a unique selling point to lure customers, 
or the focus to compete in a more limited setting (Porter, 2004b). 
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2. 5.   Positioning strategies 
The essence of the marketing concept is that if people do not want or need 
what is being marketed they will not buy.  The marketing concept, according 
to Cravens (1982, pp. 5-6) consists of three key issues: 
 Start with the needs and wants of the customer, as the foundation 
of business purpose. 
 Next the business must determine how it will satisfy these needs 
and wants. 
 Ultimately, the business’s efforts to deliver customer satisfaction 
will bring about the objectives of the business. 
Positioning strategies focus the efforts of the business on “how they will 
satisfy the needs and wants of the customers”. 
Hoffman et al. (2005, p.254) state that effective positioning means 
determining what customers currently think about the service in relation to 
competing offerings, what the marketer wants the customer to think about 
the offering, and which positional strategy would elevate consumers’ current 
perception to create the desired image. 
As discussed previously, positioning is about programming the marketing 
mix.  The traditional marketing mix refers to the 4 Ps: product, price, place 
and promotion.  Whether it is necessary or not to expand on the concept of 
the 4 Ps, choosing the relevant marketing mix will be validated by the 
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circumstances.  Literature provides variations of the marketing mix, and it is 
to the benefit of the marketing strategist to adopt these variations if they are 
seen to be necessary.  
 When planning a marketing strategy for services, it is essential to adopt a 
more outward look at the market, instead of the more inward look of the 
traditional marketing mix, as expressed by Kotler and Armstrong (2010, 
p.67).  Constantinides (2006, p.420) also emphasises the importance of the 
human element in the customer’s perception of the service quality delivery. 
2.5.1.   Elements of the traditional marketing mix 
Neil Borden, who is credited as being first to coin the term marketing mix, 
described the role of “mixing the ingredients” as being a possible contributor 
to making marketing a science.  The concept of the mix lays out the areas 
in which facts should be assembled, in order to serve as a guide for building 
marketing mixes (Borden, 1984, p.12). 
a. Product 
In terms of the product, successful positions can be based on the 
competitive strategy of being the quality player with a defined product 
space. To be successful with this strategic position, the business must 
deliver on its promise of being the best (Aaker, 2001, p.200).  Different 
dimensions by which the product can be positioned are discussed in the 
following segment. 
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Positioning by attribute 
Aaker (2001, p.203) states that if a business has a strong, sustainable 
product attribute or functional benefit that is valued by the market, such an 
element should be a prominent part of the strategic position. In certain 
product classes where attribute/benefit positioning is strong, different 
brands will target different “benefit segments”. 
Positioning by price/quality 
Aaker and Shansby (1982, p.57) suggested that businesses can choose 
between offering more in terms of service, features and performance – 
which all come at a higher price – or offering less, with resultant lower 
prices.  They warn, however, that there is a risk that the quality message 
might supersede the basic low price value position; and therefore, using this 
position requires a fine balance between a price and the value proposition. 
There is a link between this price/quality dimension of Aaker and Shansby 
and the value proposition identified by Kotler and Armstrong (2010, p.223).  
Kotler and Armstrong refer to the value proposition as the full mix of 
benefits on which the brand is positioned. The value proposition concept will 
be discussed in the concluding section of product positioning in this study. 
Positioning with respect to a product class 
Porter (2008b, pp.47-51) makes a distinction between sources from which 
strategic positions emerge; and, in terms of product class, this author 
identifies the following: 
48 
 
Variety-based positioning is based on the choice of service varieties, 
instead of customer segments.  This is successful where the service 
provider can best produce a service by using a unique set of activities.  This 
calls for specialisation in the product class. 
The other source is needs-based positioning, where all or most of the needs 
of a particular group of customers are served in the product class. 
Positioning with respect to a competitor 
Aaker (2001, p.207) believes  that letting the competitor be the anchor of 
the strategic position can be effective, especially when the competitor has 
an established position.  The business can fight for a market share, by 
offering benefits that are superior to the offerings of the competitor. 
Product positioning is a complex, continuing chain process; and therefore, 
Ostasevičiūtė and Šliburytė (2008, p.102) propose steps to assist marketers 
in the posititioning of their products: 
1. Identify and analyse the competitive products in the market. 
2. Identify the determinant attributes, and measure their significance to 
the user. 
3. Select a positioning or repositioning strategy. 
4. Compose the positioning map.  
5. Determine the desired position of the product. 
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6. Identify the current position of the product and those of other 
competing products, according to the determinant attributes. 
7. Create the positioning statement. 
The only aspect not identified by Ostasevičiūtė and Šliburytė is the role of 
the customer in this representation.  Aaker and Shansby(1982, p.60) prefer 
to analyse the customer too – by determining what the “ideal brand” would 
be, according to customers’ combination of all the favoured product 
associations.  Market segmentation then plays a role in determining what 
the product positioning strategy should be to target the customers. 
b. Price 
The value positioning strategy option entails delivering at a cost advantage 
compared to the offerings of the competitors (Aaker, 2001, p.200). 
Competitive pricing and positioning strategies are important decisions that 
are interrelated with one another and with competitive reaction.  When new 
offerings enter the market place, the needs of the greatest amount of 
customers are targetted.  As competition increases, with the entrance of 
other businesses, the need for differentiation arises.  Therefore, minimum 
differentiation implies fierce price competition; and maximum differentiation 
implies the ability to maintain profits (Hauser, 1988, pp.87-89). 
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The pricing dimensions influencing strategic positioning are as follows: 
 The pricing objectives are influenced by profit orientation to target 
returns or to maximise profits; sales orientation to maximise sales 
or market share growth; and finally, status quo orientation to meet 
competition’s prices or non-price competition (Perreult et al., 
2009, p.459). 
 Pricing strategies of skimming versus penetration pricing – 
skimming tries to maximise profits by introducing products at a 
high price, and then adapting to the demand later; penetration 
pricing aims to sell to the whole market at a lower price (Perreult 
et al., 2009, pp.464-66). 
 Value pricing is the policy of setting a fair price level for a 
marketing mix that gives the target market higher customer value 
(Perreult et al., 2009, p.475). 
The options for dealing with low-price competitors are to maintain price; 
maintain price and add value; reduce price; increase price and improve 
quality; or launch a low-price line (Kotler, 2003, pp.498-99). (Refer to Table 
2-3.)  
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Table 2-3:  Responding to competitors’ price changes 
Pricing option Challenges 
Maintain Price Possible loss of market share  
Maintain Price and add value 
Might be cheaper to add value 
than to reduce price 
Reduce price 
To protect market share by giving 
up short-term profits. 
Increase price and improve quality 
Raise its price to institute a new 
product position. 
Launch a low-price line 
Introduce a lower price line or 
brand to protect the current 
offering's position. 
Source:  Author 
c. Place 
The distribution of services can be done through various channels.  The two 
main distribution channels are: direct delivery of service and delivery 
through intermediaries (Zeithaml et al., 2006, p.423). 
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Delivery of service through direct channels 
Direct delivery of services is done by local service providers, whose area of 
distribution is limited; but it can also be done by national businesses.  
Delivering the service directly is to the advantage of the business, as it has 
complete control over the functions involved. It can, therefore, maintain 
consistency in service provision, as standards can be established – and the 
business monitors and rewards these functions itself.   
The personnel functions of hiring, firing and motivating can also be 
considered a benefit to the business.   
One of the key advantages, however, is that the company owns the 
customer relationship.  Especially in sectors where skilled or professional 
employees are needed, a concern is where customer loyalty lies.  The 
loyalty can either be with the company, or with the individual service 
employee.  Being a direct provider of services, therefore, adds the benefit of 
being in control of the service relationship. 
However, a major concern for doing direct business is that they are rarely 
experts in local markets.  Where local knowledge is needed to make 
adjustments to business formats, these companies lag behind the local 
service businesses (Zeithaml et al., 2006, pp.425-26). 
Delivery of service through intermediaries 
One of the two main formats of intermediated services is franchising.  
Franchising may be defined as a relationship where a service provider 
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(franchisor) develops and optimises a service format that is then licensed 
for delivery through another party (the franchisee).   
Franchising works well in service segments where standardization and 
duplications are possible through the delivery process, service policies, 
warranties, guarantees, promotion and branding (Zeithaml et al., 2006).  
The benefits and challenges for the franchisor and franchisee are tabled in 
Table 2-4. 
Table 2-4:  Benefits and challenges in franchising 
Benefits Challenges 
For Franchisers 
Leveraged business format for 
greater expansion and revenues 
Difficulty in maintaining and 
motivating franchisees 
Consistency in outlets 
Highly publicized disputes and 
conflict 
Knowledge of local markets Inconsistent quality 
Shared financial risk and more 
working capital 
Control of customer relationship 
by intermediary 
For Franchisees 
An established business format Encroachment 
National or regional brand 
marketing 
Disappointing profits and 
revenues 
Minimized risk of starting a 
business 
Lack of perceived control over 
operations 
  High fees 
Source:  Adapted from Zeithaml et al. (2006, p.427) 
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The other format of intermediated services is through brokers and agents.  
An agent is an intermediary who acts on behalf of a service principal or a 
customer, and is authorized to make agreements between the principal and 
the customers.  A broker is an intermediary who brings buyers and sellers 
together, while assisting in negotiation. 
The benefits and challenges for delivering services through brokers and 
agents is tabled in Table 2-5.  
Table 2-5:  Benefits and challenges in distributing services through 
agents and brokers 
Benefits Challenges 
Reduced selling and distribution 
costs 
Loss of control over pricing 
Intermediary's possession of 
special skills and knowledge 
Representation of multiple 
service principals 
Wide representation   
Knowledge of local markets   
Customer choice   
Source:  Adapted from Zeithaml et al. (2006, p.431) 
It is apparent that delivering services, either through a direct model or 
through an intermediated model, has its advantage. Vulnerabilities exist that 
can be exploited by the competition in any distribution format; and the 
business can be positioned to exploit these vulnerabilities. 
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d. Promotion 
Promotion includes all the marketing communication activities that the firm 
uses to inform customers about their products, and persuade them to buy 
(Kotler, 2003, p.66).   
The tools of marketing communication include personal selling, advertising, 
public relations, sales promotion and sponsorship marketing.  Hoffman et al. 
(2005, pp.430-36) explain the concept and practice of integrated marketing 
communications.  It is a system of management and integration of 
marketing communication tools – with the result that all elements adhere to 
the same message.  This system increases the reliance on highly targetted 
communication methods. 
The major challenge of marketing communication is to enhance brand 
equity through brand awareness and brand image: thereby marketing 
communications can create strong brand loyalty (Hoffman et al., 2005, 
pp.437-38). 
McDonald and Payne (2006, p.175-76) state that the problems associated 
with the intangibility of services compel businesses to put the emphasis on 
the branding aspect of the company.  A successful brand will help to identify 
the service as having a competitive advantage.  Particularly in the financial 
services sector where the technicality of products and services is generally 
above the understanding of the customer, a strong company brand would 
ensure competitors’ trust in the products and services.   
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A company can choose between branding the company as a whole, 
delivering different products and service lines, or by branding the individual 
products or services.  McDonald and Payne (2006, p.176) found that both 
these choices should produce benefits: 
Branding the company  
 Successful strategy for well-established or new lines that fit into 
the existing customer base. 
Branding the line  
 Can develop different positioning strategies for different 
segments. 
 Failure of a new line does not damage the company’s image. 
2.5.2.   Alternative elements of the marketing mix 
To be relevant for services marketing, authors propose that the traditional 
marketing mix should be broadened.  The following are various alternative 
elements of the marketing mix.  
a. Participants 
McDonald and Payne (2006, p.221) propose that people differentiate 
services from products marketing.  To achieve high levels of service quality, 
it is important to have good selection criteria, to provide adequate training,  
and to motivate and manage staff members. 
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The different roles that employees play in the business can be categorised 
into four clusters (Judd, 2003, pp.1304-09).  Table 2-6 depicts the various 
categorical roles, and how these different categories need to be managed 
to achieve the service-quality objectives. 
Table 2-6:  Employees' roles in the company and their management 
Category 
Contact and 
marketing roles 
Roles in the 
company 
Management of 
people 
Contactors 
Frequent or 
regular contact 
Selling and 
customer 
service roles 
Well trained and 
motivated to serve 
customers in a 
responsive manner 
Modifiers 
Not directly 
involved with 
marketing, but 
frequent contact 
For example - 
receptionist 
Must have high 
customer 
relationship skills 
Influencers 
Involved with the 
marketing mix but 
no regular 
contact 
Product 
development 
or market 
research roles 
Customer  
orientation should 
be advanced and 
customer contact 
encouraged 
Isolateds 
No customer 
contact or not 
involved with 
marketing roles 
Support 
activities 
Must understand 
how their function 
contributes to 
service quality 
Source:  Author 
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b. Physical Evidence 
As described earlier in this study, physical evidence is taken to be the 
intangible characteristic of services that are tangible to the customer.  
Thereby, the brand values can be re-informed; and it helps with the 
positioning and image of the service firm.  Businesses can provide physical 
evidence to reinforce their image – through branding, architecture, layout, 
furnishings, décor and uniforms (McDonald & Payne, 2006, p.179). 
c. Process 
In terms of the importance of the process element in the marketing mix, 
McDonald and Payne (2006, p.224) assert that: 
“The process by which services are created and delivered to the customer 
can be a major factor within the services marketing mix; for customers 
perceive the delivery service as part of the service itself.  This means that 
operations’ management decisions can be of great importance regarding 
the competitive position of the service.  Furthermore, any improvement in 
process will lead to an improvement in service quality.”   
Processes can be standardised to achieve high service levels and cost 
control through control procedures, as mentioned earlier in this study.  
However, the processes can also be customised and personalised for target 
segmentation and customers’ various needs and purposes – by adopting an 
autonomy of decision-making for employees.    
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d. Customer Service 
McDonald and Payne (2006, p.228) propose that customer service should 
be concerned with building of bonds with customers and other markets or 
groups. This would lead to the establishment of long-term mutually 
beneficial relationships, which could reinforce the positioning of the other 
marketing mix elements. 
Key service elements for pre-transaction, transaction and post-transaction 
service dimensions – selected from a list recommended by  McDonald and 
Payne (2006, p.229) include: 
 For pre-transaction - customers’ awareness of written service 
missions, service policies and objectives, communication and 
information on service quality and procedures. 
 For transaction – service levels, accuracy and timing, 
convenience and ambience experience.   
 Post-transaction – complaints handling, service recovery and 
quality audits. 
2.5.3.   Developing a positioning strategy 
Aaker and Shansby (1982, pp.58-62) propose a six-step process of 
developing a positioning strategy, according to a set of concepts and 
procedures. 
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These steps consist of the following: 
1. Identify the competitors. 
2. Determine how the competitors are perceived and evaluated. 
3. Determine the competitor’s positions. 
4. Analyse the customers. 
5. Select the positions. 
6. Monitor the positions. 
In selecting an overall positioning strategy, Kotler and Armstrong (2010, 
pp.223-25) suggested the concept of value proposition. These authors 
recommend five winning strategies that can be adopted by businesses.  
These include: 
 More for more.  Providing the most upscale service, and charging 
a higher price to cover the additional cost. 
 More for the same.  Introduce a brand offering of higher quality at 
the same price. 
 The same for less.  Introduce a brand offering of comparable 
quality at the same price.  This represents a “good deal” to the 
customer. 
 Less for much less.  Settling for a less than optimal offering, but 
at a remarkably lower price. 
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 More for less.  A short-term solution of offering more at a lower 
price.  This is, however, not sustainable in the long run; and 
businesses opting for this position might be beaten by more 
focused competitors. 
To emphasise the positioning the business wants to achieve in the minds of 
the customer, the business needs to capture the essence of the strategic 
position (Aaker, 2001, p.208).  Kotler and Armstrong (2010, p.225) use the 
phrase “positioning statement”, which is a statement that summarises the 
firm or brand positioning.   
Aaker (2001, p.208) prefers the phrase “essence statement”; and states 
that the statement communicates the strategic position both inside and 
outside the business.  Aaker further states that a successfull statement 
captures the soul of the business; it inspires the people implementing the 
strategy; it resonates with the customers, and it differentiates the company 
from its competitors. 
In the following section, elements on differentiation strategies that can be 
implemented to build competitive advantage through positioning will be 
discussed. 
2. 6.   Differentiation strategies 
Product differentiations arise from perceptual differences created by usage 
experience, word-of-mouth and promotion; but they can also arise from 
actual differences, as deliberately created by product characteristics 
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(Dickson & Ginter, 1987, p.4). Judd (2003 p.1303) identified that 
differentiation can be based on products, such as style, design or features; 
it can be based on trademarks or trade names, packaging, place-location 
and design, a reputation for fair dealing, courtesy or fair links to the 
customer.   
Kotler and Armstrong (2010, p.221) state that a company can differentiate 
along the lines of product, services, channels, people or image.   
Differentiation is, therefore, the manner in which the marketing mix is 
perceived in the marketplace.  A list of the views and perceptions of 
different authors on the subject of differentiation is now presented, 
according to Kotler and Armstrong (2010, p.221-22): 
 In terms of services, a company can differentiate its service 
through speedy, convenient or careful delivery;  
 Channel differentiation can be used to gain a competitive 
advantage through the way they design their channel’s coverage, 
expertise and performance;   
 People differentiation can be achieved by hiring and training 
employees better than those of their competitors;   
 Brand image differentiation should convey the distinctive benefits 
and positioning.  To create an image, it must be supported by 
everything the firm says and does; 
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 Brand recognition, such as symbols, characters and other image 
and design elements to express the brand’s personality; 
 The service delivery can be differentiated by having more able 
and reliable customer-contact people; 
 By developing a superior physical environment, in which the 
service product is delivered; 
 By designing a superior delivery process.  
Kotler (2003, p.318) further stated that: 
 Product differentiation can be achieved through form, features, 
performance, conformity, durability, reliability, repairability, style, 
design; 
 People differentiation through competence, courtesy, credibility, 
reliability, responsiveness and communication. 
Aaker, 2001 (pp.155-69) had the following to say: 
 Identify that the differentiation must add value to be successful.  
An added service to the offering can lead to value added. 
 A differentiation factor could be the breadth of the product line for 
a one-stop shopping experience. 
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Judd (2003, pp.1301-02) makes the following contribution: 
 Managing the “people-power” to become customer-oriented, and 
to thereby achieve the goals of satisfying the customer needs and 
provide an offering superior to that of the competitors.  Customers 
will perceive value in the business’s offering when the employees 
become more customer-oriented. 
Porter (2004a, p.121) contributed: 
 Identify differentiation in the value chain. The value chain 
disaggregates the firm into its strategically relevant activities to 
understand the potential sources of differentiation; 
 Differentiation comes from product features and performance 
offered; 
 The intensity of an activity adopted, such as advertising spending; 
 Technology employed in the processes; 
 Service procedures governing employees; 
 Skill and experience level of people. 
 Trout and Rivkin (1995) suggested: 
 Repositioning a firm with competitive change, positioning and 
differentiation strategies; 
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 Generate and implement new ideas; 
 New and improved strategy signals a change; 
 Utilize the power of simplicity and consistency; 
 Change the product for an image of “new and improved”; 
 Adopt a multi-brands strategy with a different name, positioning 
and target audience. 
Trout and Rivkin (2000) maintained that the following issues are important: 
 Differentiate by being first with a new offering; 
 Focus on the “ownership” of an attribute, by being benefit- 
oriented; 
 Leadership in the industry is the most direct way to establish the 
credentials of a brand; 
 Focus on the heritage, as differentiation – if the business has a 
very strong heritage; 
 Being a specialist in the market; 
 How the product or service is made can be differentiated through 
high-tech ingredients, product innovation or system innovation; 
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 Being the latest and delivering “next-generation” products or 
services.  Rather than focusing on being better, focus on being 
the latest. 
Views proposed by these authors differ, although they mostly agree that the 
sources of differentiation come from the marketing mix. 
Successful differentiation strategies 
Aaker (2001, pp.155-57) is clear that a successful differentiation strategy 
should have three characteristics: it must generate customer value; it must 
provide perceived value; and it must be difficult to copy.  Kotler (2003, 
p.315) broadens on these concepts by adding that the value added must be 
distinctive and superior to any of the other offerings available. The 
economic sense of differentiation is also added by Kotler, when he states 
that the differentiation must be important to a sufficient number of buyers; it 
must be affordable to the buyer; and it must be a profitable venture for the 
company.   
Porter (2004a, pp.130-38) argues that buyer value is created by lowering 
buyer cost or by raising buyer performance; and these actions create a 
competitive advantage for the company. 
Aaker (2001, pp.155-57) provides two approaches towards differentiation.   
The first approach is by adopting a quality offering.  Aaker noticed that a 
reputation for quality is a formula for sustainable competitive advantage.  
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The brand adopting this approach would be considered to be the premium 
brand in its segment, instead of the low-value or low-price competitor.   
Being the higher-quality competitor means that the business can demand 
higher prices. 
The dimensions of quality highlighted by Aaker (2001, p.161) include the 
following: 
 Performance.  In the service sector, the significance could be 
speed of delivery, high service qualities etc. 
 Conformity to specifications. For example, conformity to service 
mission statements and objectives. 
 Features. These could include the degree of personalisation 
versus the standardisation of service activities. 
 Customer support.  The quality of pre-, transaction, and post-
transaction service quality. 
 Process quality. These comprise the processes and procedures 
that enhance the total service experience. 
 Aesthetic design.  Does the design add pleasure to the 
experience, and does it carry through the brand image? 
The former are examples of dimensions which can add actual and 
perceived value to the experience of the customer. 
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The other approach identified by Aaker (2001, pp.164-69) is the building of 
strong brands by creating brand equity.  Brand equity generates value to 
the customer, which can lead to a price incentive for the business or 
enhance long-term customer loyalty.  Brands add value to customers, as 
they provide confidence in the purchasing decision, by decreasing the risk 
of buying from the company when compared with buying from a less- 
established business. 
Trout and Rivkin (2000, pp.67-69) propose that the search for 
competitiveness lies in being different (not the same) and unique(one of a 
kind).  It is important to note that differentness does not have to be product- 
related. 
2. 7.   Conclusion 
This chapter has presented a discussion on the views of different authors 
on the issue of competitive advantage and marketing strategies.  Service 
quality, positioning and differentiation marketing strategies were highlighted 
as a means of increasing the competitive advantage.  In the following 
chapter, the research design and methodology required to empirically 
assess the application of the theoretical knowledge will be discussed. 
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CHAPTER 3.   RESEARCH DESIGN AND METHODOLOGY 
3. 1.   Introduction 
The way research is done by a researcher, is influenced by how the 
researcher thinks about the development of knowledge (Saunders et al., 
2003, p.83).  The views listed by Saunders et al. comprise positivistic, 
realism or interpretivism philosophy.   
Collis and Hussey (2003, pp.50-51) make a distinction between the 
positivistic and phenomenological, but provide alternative terms for both 
philosophies.  For positivistic paradigms, the authors add quantitative, 
objectivist, scientific, experimentalist or traditionalist.   
For phenomenological paradigms, the terms qualitative, subjectivist, 
humanistic or interpretive are suggested. These alternative terms for 
positivistic and phenomenological paradigms provide  a descriptive term for 
what the specific paradigm entails. 
With a positivistic philosophy, the researcher assumes the role of an 
objective analyst, making objective interpretations of the collected data.  
The emphasis would be on a highly structured methodology to facilitate 
replication, and on quantifiable observations that can be statistically 
analysed (Saunders et al., 2003, p.85).   
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Any concepts that are used in the study are described in such a way that 
they can be measured; and one is therefore concerned with testing 
hypotheses (Collis & Hussey, 2003, p.50).   
Collis and Hussey explain that where the research adopts a positivistic 
approach this implies precision, objectivity and rigour. A phenomenological 
approach would use hunches, experience and the intuition of the 
researcher.  Phenomenological philosophy is concerned with understanding 
human behaviour from the researcher’s own frame of reference.   
This approach to research tends to produce qualitative data, and is 
concerned with generating theories. 
The research paradigm selected for this study is the positivistic paradigm, 
which emphasises highly structured and scientific principles, the collection 
of quantitative data, and the application of controls to ensure validity.  In this 
chapter, the use of a quantitative approach is validated; the research 
strategy is noted; and the data-collection methods are described for this 
study. 
3. 2.   Methodology: quantitative research 
Figure 3-1 illustrates the reasoning behind the process of selecting a 
methodology for a research study.  To test which approach is followed in 
this research study, the researcher must answer the questions pertaining to 
the study, as illustrated by Burger (2003, p.37). 
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Figure 3-1:  Distinguishing characteristics of qualitative and 
quantitative approaches to research 
 
Source:  Burger (2003, p.37) 
The research approach is validated by the following statements: 
 The purpose of this study is to predict which strategies need to be 
implemented to increase the competitive advantage of the 
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intermediary.  Theories, as identified in the literature review, are 
tested. 
 The nature of the research process is focused on the known 
variables.  The research follows a static design and maintains a 
detached view. 
 The collection method used is with a large sample from the 
population, and standardised instruments are used. 
 The form of reasoning is deductive and scientific. 
 The findings are communicated through numbers and statistics.  
The document is presented in a formal and scientific style. 
From these statements, it becomes apparent that the most appropriate 
approach to this study is the quantitative approach. 
3. 3.   The research strategy 
There are different strategies that can be adopted for a quantitative 
methodology. Some strategies would be more suited to the qualitative 
approach to research.  Saunders et al. (2003, p.91) note that what matters 
is the appropriateness of the strategy for the particular research. 
Leedy and Ormrod (2005, p.179-222) distinguish between two general 
types of research methods which are more relevant for quantitative 
research.  These are the experimental research method and the descriptive 
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research method. An experimental research design identifies cause-and-
effect relationships – to study the cause of the phenomena being studied.   
The study that does not focus on the cause of the phenomena cannot be 
studied via an experimental research.  According to Collis and Hussey 
(2003, p.10) descriptive research describes phenomena as they exist. This 
is the selected method for research in this study.  It is used to identify and 
obtain information on the characteristics of a particular problem.  Leedy and 
Ormrod (2005, p.183) identify survey research as a typically descriptive 
method.   
Survey research, in the context of this study, involves acquiring information 
from a group of individuals on their opinions, by asking them questions and 
tabulating the answers.  The basic elements of a survey are a series of 
questions posed to willing participants, a summary of the responses with 
percentages, and a conclusion drawn from these responses (Leedy & 
Ormrod, 2005, pp.183-84). 
Collis and Hussey (2003, p.66) note that a survey studies a sample of the 
selected population. When the total population is small, it is normal to 
collect data from each member of the population. The first and most critical 
phase of the survey, according to the authors, is to select the sample.  The 
second phase of the survey is to decide the collection method.  The phases 
for this study are described in the following sections. 
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3. 4.   Population and sample size 
Collis and Hussey (2003, p.155) refer to the population as a body of people, 
or other collection of items under consideration for research purposes. In 
this study, the population selected comprise the product suppliers that 
provide the products to the intermediaries. 
According to the Financial Services Board (2010), product suppliers are 
categorised in: typical, niche, cell captive and captive insurers’ groups.  The 
category selected as the population group comprises the typical insurers, as 
they represent the majority of the annual gross written premium. The typical 
insurers, as presented in Figure 3-2 represent 75% of the annual gross 
premium for the year 2009.   
Figure 3-2:  Split among gross premiums written by typical insurers 
and by specialist and captive insurers 
 
Source:  Financial Services Board (2010, p.49) 
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The list of typical insurers include 29 insurers of which 7 are excluded from 
the study.  The insurers excluded from the population are the direct insurers 
and the banking segment insurers, as these insurers do not use the 
intermediary distribution model as the main distribution strategy.  The size 
of the population of typical insurers suitable for this study is, therefore, 22. 
The relatively small size of the population presents a challenge for 
predicting the reliability of the study.  A minimum number of 30 for a sample 
size is used as a rule-of-thumb for statistical purposes. If the population is 
less than 30, it is advisable that the data from all the cases are collected 
(Saunders et al., 2003, p.155).   
Israel (2002, p.5) notes that very small populations might necessitate the 
relaxing of the criteria, to decrease the sample size, and that extra effort 
needs to be made to increase the response rate.   
In this study, with a population of 22, three strategies were employed to 
increase the sample size to a more acceptable size. 
Firstly with the addition of the Financial Intermediaries Association of 
Southern Africa, the main association of intermediaries which added an 
extra individual.   
Secondy, the population was increased by means of a weighted survey 
method.  The number of individuals surveyed in an organisation depended 
on the gross written premium for 2009. The higher the number of gross 
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written premiums, the higher the number of individuals for such an 
organisation.  
All the companies, except the top five, were allocated one respondent.  The 
top five insurers represented 70 percent of the typical market share for the 
year 2009; and therefore, it was decided that their number of respondents 
should represent 50 percent of the respondents.  The sample size for the 
top five companies was further weighted by calculating the sample size, 
according to their respective market shares.  This increased the population 
size to 35. 
The third strategy to increase the sample size was to increase the response 
rate.  This was done by rigorous follow-up – to ensure that the surveys were 
collected. 
The data collection process managed to collect data from 24 respondents.  
This relates to a response rate of 68.57%. 
In the following section, the data-collection methods and the analysis will be 
described. 
3. 5.   Data collection and analysis 
The goal of the collection and analysis of data is to resolve the sub-
problems of this research study.  The data were collected from the typical 
insurers by means of questionnaires.  The responses to the questions were 
obtained by the researcher; and they are presented in pie charts in the 
following chapter.   
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3.5.1.   Questionnaire 
Collecting data with the use of questionnaires was chosen as the instrument 
of collection.  A questionnaire is a list of structured questions, which aim to 
elicit reliable responses from the chosen sample (Collis & Hussey, 2003, 
p.173).  The advantage of using this approach, as suggested by Gillham 
(2000, p.6), includes the following: 
 It is easy to obtain information from a lot of individuals in a 
geographically dispersed area very quickly. 
 Respondents can complete the questionnaire in their own time. 
 The analyses of the questions are straightforward. 
  Respondents’ anonymity is ensured. 
 There is a lack of interviewer bias. 
 Standardisation of questions is ensured. 
After the research instrument was chosen, the design factors were 
considered.  The main decisions when designing the questionnaire, as 
described by Collis & Hussey (2003, pp.174-86) and (Gillham, 2000, pp.15-
48) are elucidated in the following paragraphs. 
In designing the questions, special care was taken with the wording, 
reliability and validity of the questions. The questions were constructed from 
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the literature review, in such a way, as to note the opinions of the 
respondents on the applicability of the literature.   
A Likert scale from one to ten was used.  Statements to the questions were 
provided; and the respondents were asked to rate their level of agreement 
with the statement. 
The questionnaire was constructed in four parts.  The parts were designed 
to provide answers to the four sub-problems.  The parts were constructed in 
the following way: 
 Part one:  Measures the importance of the elements of service 
quality to financial service providers to increase competitiveness. 
 Part two:  Measures the theories of competition applicable to 
financial service providers. 
 Part three:  Measures the positioning strategies that financial 
service providers can adopt to increase their competitiveness. 
 Part four:  Measures the differentiation strategies that financial 
service providers can adopt to increase their competitiveness. 
The pilot phase of the questionnaire aimed to test whether the questions 
were reliable and valid. It also tested the design of the questionnaire in 
terms of understanding the questions and statements, and the length of the 
questionnaire.  The questionnaire was tested by six people with varied 
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experience in the intermediary sector.  An interview was held individually 
after completion – to ascertain that all the requirements had been met. 
As a result of the pilot, certain questions were redesigned or deleted and 
the questionnaire was shortened to a more comfortable length, with relevant 
questions.  A total of 18 questions were removed.   
The following reasons neccesitated the alteration or removal of questions or 
statements: 
 Misunderstanding the concepts – which could affect the reliability 
of answers. 
 Questions or statements which had a low relevance with the sub-
problems.  This was to ensure that the questions and statements 
were valid for the study. 
 Where the standard deviation of a answer was higher than 1.96. 
After the pilot phase, the questionnaire was ready for distribution. The 
distribution was done via e-mail to the management of the sample product 
suppliers.  A copy of the questionnaire is attached in annexure C; and the 
list of typical insurers that was used as the population is attached in 
annexure B.   
The analysis and statistical test of the results will be discussed in the 
following section. 
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3.5.2.   Analysing the data and statistical testing 
When analysing the results, the method and techniques of analysis must be 
chosen, as well as the methods for statistical testing (Collis & Hussey, 
2003, p.195). 
The type of analysis chosen for the survey was an exploratory data 
analysis.  This is used to summarise or display the quantitative data. The 
data were treated as being univariate, meaning that only one variable is 
analysed.   
The analysis techniques suggested by Collis and Hussey (2003, p.197) for 
analysing univariate exploratory data analysis are described below: 
 For presenting frequencies: tables or graphical forms can be 
used. 
 For measuring location: the mean, median or mode can be used. 
 For measuring dispersion: range and inter-quartile range, or the 
standard deviation can be used. 
 For measuring change: index numbers can be used. 
The techniques selected in this study were the use of graphical forms, 
measuring the location with the statistical mean, and measuring dispersion 
with the standard deviation.  This study did not require the measurement of 
change. 
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The advantages, as presented by Collis and Hussey (2003, p.203) for using 
graphical representation of the data, are that graphs or charts are good for 
cummunicating general points; they are attractive to look at; they appeal to 
a wider audience; and they make it easier to compare sets of data.   
The presentation of the results of the study is done by means of a bar chart.  
It was found that for the data collected, a more accurate visual opinion 
could be obtained by using a bar chart. 
Measuring location can be done by utilising the mean, median or mode  
(Collis & Hussey, 2003, pp.212-17).  The mean is the arithmetical average 
of a frequency distribution.  The median is the mid-value in a frequency 
distribution which has been arranged in order of size.  The mode is the most 
frequently occuring value in a frequency distribution.  
The mean was chosen in consideration of the disadvantages of the median 
and mode for this study.  The median and mode cannot be used for further 
statistical calculations; and they may not be reflective of the distribution. 
Furthermore, the mode is not a stable figure; and it can change drastically 
as other observations are added; and the distribution may contain more 
than one mode.   
To increase the perception of the mean, it is graphically presented as a 
percentage point. 
Statistical testing is done to ascertain that the level of dispersion is at an 
adequate level.  Each response is statistically tested for levels of dispersion.  
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The standard deviation calculates the deviations from the mean.  It is 
related to the normal distribution, as illustrated in Figure 3-3, which depicts 
the spread in a population (Collis & Hussey, 2003, pp.220-23).   
Leedy (1992, p.271-3) validated the use of the standard deviation, by 
claiming it is the standard measure of variability in most statistical 
operations. The author furthers contend that when using scale data, 
measures of dispersion are the preferred method to use. 
According to The Economist (2003, p.69), the normal deviation is listed as a 
number known as the z score.  If the data tend to be closely clustered 
around the mean, the z score is smaller.  If the data are dispersed farther 
and farther from the mean, they tend less and less to resemble the data 
qualities of the mean (Leedy, 1992, p.271). 
Figure 3-3:  Normal distribution 
 
Source:  The Economist (2003, p.67) 
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As depicted in Figure 3-3, with normal distribution, a standard deviation of 1 
(z = 1), 68.3% of the observations would be covered and the standard 
deviation of 2 (z = 2) 95.4% of the observations would be covered. An 
acceptable standard deviation score for this study is 1.96, which has a 95% 
certainty that all the observations are covered.  The standard deviation 
scores are listed for all the responses.  
3. 6.   Conclusion 
To conclude this chapter, the strategy followed for the collection and 
analysis of data is summarised. 
The researcher opted to use a positivistic approach, as the literature review 
identified theories that can be tested by the population. This approach 
entails a quantitative methodology, where the data can be collected and 
then analysed in the form of numbers. 
The method of collection deemed most appropriate for this study was by 
means of a survey of the population.  The population was selected from the 
product suppliers; and it was demarcated to include the typical insurers. 
The tool selected for collection was by means of a questionnaire.  A Likert 
scale tested the opinions of the population, by providing questions and 
statements. The data are presented in a graphical form, from which 
conclusions can be drawn.  The responses are statistically tested with the 
use of the standard deviation. 
The results of the empirical study will be presented in the following chapter. 
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CHAPTER 4.   THE EMPIRICAL RESULTS 
The empirical results are presented according to four parts.  The four parts 
comprise of service quality, competition, positioning and differentiation.  The 
presentations of the results are in graphical display in order from the highest 
to the lowest mean score. 
The results are also listed with the mean score and standard deviation 
score stated between brackets.  The numbers are stated as follow: (mean 
score; standard deviation).  
Part one:  Service quality 
Question 1:  Rate the importance of these elements to the customer. 
 
61 
70 
74 
75 
77 
80 
82 
88 
The equipment adds to image of the 
company 
Provision for self-service by the customer e.g. 
online service 
Specific provider (individual broker) is 
involved with most processes 
The place of business must represent the 
image of the company 
Brand symbols 
Strong organizational image 
Communications material add value  
The people (employees) must represent the 
image 
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Question 1 
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The people (employees) must represent the image (88; 1.20); 
Communications and materials add value (82; 1.71); 
Strong organisational image (80; 1.32); 
Brand symbols (77; 1.43); 
The place of business must represent the image of the company (75; 1.67); 
A specific provider (individual broker) is involved with most processes (74; 
1.50); 
Provision for self-service by the customer, such as online service (70; 2.49); 
The equipment adds to image of the company (61; 1.98). 
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Question 2:  Rate the effectiveness of these elements in ensuring that 
service quality stays consistent. 
 
Recruit the right people (91; 0.88); 
Provide training (85; 1.14); 
Monitor customer satisfaction (84; 1.35); 
Customise (77; 1.29); 
Standardise (66; 1.88). 
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training 
Recruit right 
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Question 3:  Rate the importance of these elements for service quality 
experience. 
 
Credibility (91; 0.97); 
Reliability (90; 1.08); 
Understanding the customer (89; 0.97); 
Competence (89; 0.99); 
Accessibility (88; 1.14); 
Communication (87; 1.16); 
Responsiveness (87; 1.12); 
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Harness Technology 
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Credibility 
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Security (84; 1.31); 
Harness Technology (68; 1.27). 
Industrialised services (78; 1.67); 
Part two:  Competition 
Question 4:  Rate the internal factors inhibiting growth for demand in 
intermediary services. 
 
Shortage of people with specialized skills (77; 1.71): 
Limited marketing skills (69; 2.03); 
Limited branding (63; 1.82). 
63 
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Limited branding 
Limited marketing skills 
Shortage of people with specialized skills. 
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Question 4 
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Question 5:  Rate the available strategic directions for intermediaries to 
follow. 
 
Niche target-marketing strategy (75; 1.35); 
Mass target market strategy (55; 1.93); 
Needs-based positioning: cater for one financial need only, such as short- 
term insurance (65; 1.64); 
Variety-based positioning: cater for all the financial needs of the customer, 
for example, short term insurance, life, investments etc. (63; 1.96); 
Personalisation of services (83; 0.91); 
Industrialise services (60; 1.52); 
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Differentiation (76; 1.14); 
Cost leadership (65; 1.59); 
Quality (86; 1.14); 
Price (69; 1.48). 
Question 6:  Rate the relevance of segmenting by these elements. 
 
Benefits sought (68; 1.86). 
Lifestyle (68; 1.82); 
Geographical (66; 1.69); 
Demographic (66; 1.86); 
66 
66 
68 
68 
Demographic 
Geographical 
Lifestyle 
Benefits sought 
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Part three:  Positioning 
Question 7:  Rate the elements in terms of importance for positioning the 
product. 
 
By price/quality offering (79; 1.26); 
By functional benefit (76; 1.31); 
Against a competitor (74; 2.10); 
By product class (67; 1.54). 
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Question 8:  Rate the effectiveness of these strategies for intermediaries to 
deal with price competition. 
 
Maintain price and add value (83; 1.49); 
Increase price and improve quality (67; 1.33); 
Reduce price (58; 2.00); 
Launch a low-price line (50; 1.83). 
50 
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67 
83 
Launch a low price line 
Reduce price 
Increase price and improve quality 
Maintain price and add value 
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Question 9:  Rate the positioning strategies for the Intermediary in terms of 
value versus price. 
 
More value for the same price (79; 1.19); 
More value for a higher price (68, 1.22); 
The same value for a lower price (60; 1.94); 
More value for a lower price (short-term strategy) (59; 2.57); 
Less value for a much lower price (47; 1.76). 
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Question 10:  Rate the benefits to the product suppliers of using 
intermediaries. 
 
Knowledge of local markets (86; 1.41); 
Special skills and knowledge of brokers (84; 1.47); 
Wide representation (78; 1.96); 
Offer a wider choice of products to the customer (75; 1.96); 
Reduced selling and distribution costs (65; 2.93).   
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Reduced selling and distribution cost 
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Question 11:  Rate the importance of the elements of promotion for the 
intermediary. 
 
Personal selling (88; 1.14); 
Public relations (73; 2.01); 
Advertising (68; 1.82). 
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Advertising 
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Personal selling 
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Question 12:  Rate the branding options available to the Intermediary. 
 
Branding the organisation (80; 1.40); 
Brand the product line, such as a brand for personal lines, a brand for 
commercial avenues, and a brand for niche marketing (71; 1.82); 
Adopt a multi-brand strategy for different product lines (66; 2.62). 
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80 
Adopt a multi brand strategy for different 
product lines 
Brand the product line e.g. brand for personal 
lines, brand for commercial, brand for niche 
Branding the organisation 
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Question 13:  Rate the success of a positioning strategy by. 
 
Customer service (90; 1.16); 
People, such as the quality of personnel, brokers etc. (88; 1.29); 
Superior processes (80; 1.63). 
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Superior processes 
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Customer service 
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Part four:  Differentiation 
Question 14:  The intermediary can select from various elements to achieve 
differentiation from the competitors. Rate the effectiveness of adopting 
these elements. 
 
Differentiate the service offering (86; 1.21); 
Simple and consistent service (85; 1.25); 
The people of the organisation (84; 1.53); 
Being a specialist (76; 1.35); 
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Brand image (76; 1.50); 
Technology in processes (75; 1.44); 
Differentiate the product (74; 1.74); 
Differentiate the place (63; 1.73); 
Advertising intensity (63; 1.68); 
Focusing on heritage (58; 1.74). 
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CHAPTER 5.   CONCLUSION, RECOMMENDATIONS AND 
FUTURE RESEARCH 
5. 1.   Introduction 
This study commenced with the realisation that the smaller intermediary in 
the short-term insurance industry is under pressure to maintain his/her 
market share in a competitive market structure.  It was identified that the 
intermediary is challenged by all the market forces, as described by Porter’s 
model of “the five forces that shape industry competition”.   
In a competitive and fragmented industry structure, this necessitates the 
intermediary to develop strategies to increase his/her competitiveness.  
These challenges lead to the development of the problem statement and 
the identification of the sub-problems to be addressed in this study.  The 
problem statement was:  How to increase the competitiveness of the small 
and medium-low-impact intermediary, by adopting elements of service 
quality, positioning and differentiation of the marketing strategies. 
The consequence was to rely on the theoretical principles of competitive 
advantage, where a generic strategy needs to be developed to increase the 
competitiveness of the intermediary.  To increase competitive advantage, 
the elements of marketing strategy identified and amplified in the literature 
review included service quality, positioning and differentiation. 
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To further identify the most relevant marketing strategies, a quantitative 
empirical study was embarked on.  The product suppliers, consisting of 
typical insurers who distribute through the intermediary channel, were 
chosen as the unit of analysis.  A survey was done by developing a 
questionnaire and distributing it to the product suppliers.   
The results of the empirical study were presented in the previous chapter. 
In the next section, the interpretation of the results will be discussed. 
5. 2.   Conclusion 
The four parts of the questionnaire are now discussed to establish which 
elements can be adopted by the smaller intermediary organisation to 
increase its competitiveness. 
Part one:  Service quality 
Part one consists of three questions; and it asked the respondents to rate 
the elements of service quality.  This is to establish which elements are 
important for the customer; which elements will be effective in ensuring that 
service quality remains consistent; and which elements are important for 
service quality experience.  Each question is discussed separately. 
Question 1:  Rate the importance of these elements to the customer. 
The majority of the elements presented to the respondent were rated fairly 
high; and they were closely distributed. This is reasonable, as these 
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elements are highlighted by the literature as important for the customer; and 
they should therefore not be neglected by the intermediary. 
There are, however, four elements that warrant further discussion due to 
their more highly rated level of importance. The most important element is 
that the employees must represent the image of the organisation.  Since the 
intermediary channel is highly dependent on people, this element is relevant 
to the intermediary.   
The other important elements are the communication material, the image of 
the organisation and brand symbols.  In a time when commoditisation and 
brand advertising are at a high, this is an element that could add to the 
competitiveness of the intermediary. 
Fairly highly rated elements, but less important, are the provision of self-
service, the place of business, and the involvement of the individual broker.  
The suggestion is that in the new market structure, the intermediary channel 
is still a personal service, but with less reliance upon a place or the broker. 
One element rated as unimportant was that the equipment adds to the 
image, which suggests that due to the low reliance on equipment, this is not 
an important factor to consider. 
Question 2:  Rate the effectiveness of these elements in ensuring that 
service quality remains consistent. 
The human factor is again featuring the highest, as well as personnel 
training in ensuring consistent service quality.  Another element that can be 
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adopted is to monitor customer satisfaction.  The final two elements are two 
contradictory elements, and a customised service offering is considered 
more effective than standardisation. 
Question 3:  Rate the importance of these elements for service quality 
experience. 
The majority of the elements are rated as very important, and the elements 
are fairly closely distributed. The most important elements in order of 
importance are: credibility, reliability, understanding the customer, 
competence, accessibility, communication, responsiveness and security.  
These are all elements that are closely dependent on the people element of 
the organisation. 
The use of technology, while still important, is rated lower; and this bears 
resemblance to question one, where the provision of self-service is 
important, but not rated among the most important elements.  
Industrialisation of services is rated low, which bears resemblance to 
question two, where the low rate of standardisation is related to 
industrialisation. 
In concluding Part one, it should be emphasised that people have an 
important role to play in achieving high service quality levels. The 
intermediary channel is a personal service channel, and the market might 
not yet be ready for industrialisation, standardisation and the excessive use 
of technology and self-service.  A more traditional view of the role of the 
intermediary is vital – where service elements, such as credibility, reliability, 
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customer focus, competence, accessibility, and suchlike are cultivated in 
the organisation.  Branding and image development are the more modern 
elements central to competitiveness.  
Part two:  Competition 
Part two consists of three questions; and it asked the respondents to rate 
the applicability of theories of competition and strategy to the intermediary. 
The reasons for the decline in growth for demand in intermediary services 
were evaluated.  The other aspects rated were the strategic direction and 
segmenting of the intermediary.  Each question is discussed separately. 
Question 4:  Rate the internal factors inhibiting growth for demand in 
intermediary services. 
The shortage of people in the industry with specialised skills is rated as the 
most important internal factor inhibiting the growth of demand in 
intermediary services.  Limited marketing is lower rated; however, this is still 
considered a fairly high limiting factor, while branding is currently not rated 
as a highly limiting factor. 
Question 5:  Rate the available strategic direction for intermediaries to 
follow. 
Question five was grouped in pairs: to test which strategy of two 
contradictory strategies would be the best strategy to follow. 
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With niche-marketing versus mass target-market strategy, the opinions lean 
overwhelming towards a niche strategy. The small market shares of 
individual intermediaries support this strategy. 
The respondents are divided over whether the intermediary should adopt a 
needs-based over a variety-based positioning strategy.  The suggestion 
was that there are sufficient opportunities to cater for either strategy.  Some 
intermediaries can become specialists by catering for few financial 
products, while other intermediaries can provide a full range of financial 
products. 
When personalised services are weighed against industrialised services, 
personalised services are rated much more highly.  This bears resemblance 
to questions two and three, where personalisation is also considered a 
superior strategy.   
In adopting a generic strategy of differentiation versus cost leadership, 
differentiation is rated as being much more effective.   
In support of adopting a differentiation strategy, when prices are compared 
with quality, it is the quality aspect that scores a much higher rating. 
Question 6:  Rate the relevance of segmenting by these elements. 
Although the segmenting elements of lifestyle, demographics, benefits 
sought or geographical location are closely distributed, segmenting by 
benefits sought and lifestyle are deemed to be the most relevant.  This 
suggests that where the intermediaries are largely geographically 
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dispersed, the modern industry structure necessitates alternative views to 
segmenting. 
In concluding part two of the conclusion, the following can be stressed.  The 
people element, with reference to the employees, is important for 
competitiveness.  In addition, the marketing skills of intermediaries need to 
be developed, in order to maintain the demand in intermediary services. 
In terms of strategic direction, the opinions of the respondents are 
overwhelmingly in support of a niche target-market strategy, with 
personalisation of services and a focus on differentiation and quality 
aspects.  It is irrelevant whether the intermediary follows a variety-based or 
a needs-based positioning strategy. 
All the elements of segmenting are relevant to the intermediary; and it is up 
to the intermediary to search for the most ideal target-market segment. 
Part three:  Positioning 
Part three consists of seven questions; and these questions asked the 
respondents to rate the positioning strategies.  Questions related to the 
traditional, as well as to the extended marketing mix were asked – to be 
rated in terms of positioning strategies.  Each question is discussed 
separately. 
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Question 7:  Rate the elements in terms of importance for positioning the 
product. 
The overwhelming support for product positioning was for a price/quality 
offering.  Although the previous parts identified a differentiation and quality 
offering, the price, therefore, cannot be discredited.  The competitiveness of 
the market necessitates that the price should substantiate the quality 
offered.  Positioning the product by functional benefit or against a 
competitor is of less importance than the price/quality offering.    
Positioning by product class is of less importance to the intermediary. 
Question 8:  Rate the effectiveness of these strategies for intermediaries to 
deal with price competition. 
In an industry where price competition is fierce, the best strategy to adopt is 
to maintain the price and add value to the offering.  Reacting by increasing 
the price and improving quality are judged to be better than reducing the 
price.  Adopting a short term strategy of increased value for lower price is 
not preferred while the worst strategy to adopt is to launch a low price line. 
Question 9:  Rate the positioning strategies for the Intermediary in terms of 
value versus price. 
Where the value proposition is compared with the price, the response was 
centred on increased value.  It is judged to be better to increase the value 
than to maintain or decrease the value.  The best strategy is to add value 
and maintain the price, or alternatively increase the price, but still add value. 
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Maintaining value at a lower price attracted a more neutral response. The 
contra-indicated strategy is to adopt a short-term strategy with more value 
for less price, while the worst option is to decrease the value and a far lower 
price. 
Question 10:  Rate the benefits to the product suppliers of using 
intermediaries. 
This question evaluates the opinions of the product suppliers on place 
positioning.  The traits of the intermediaries valued by the product suppliers 
include knowledge of local markets, the special skills and knowledge of 
brokers; and, in addition, a wider representation and product offering. 
The product suppliers do not agree that the intermediary reduce the selling 
and distribution costs. 
Question 11:  Rate the importance of the elements of promotion for the 
intermediary. 
Personal selling is by far the most preferred method for promoting the 
intermediary, when compared to public relations or advertising. The 
personal nature of the intermediary industry supports this notion. 
Question 12:  Rate the branding options available to the Intermediary. 
The literature review identified three options, when selecting a branding 
strategy.  Branding the organisations is the most preferred strategy, while 
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adopting a product line brand or multi-product line brand are the least- 
preferred strategies. 
Question 13:  Rate the success of a positioning strategy, according to 
customer service, people or superior processes. 
This question rates positioning strategies by alternative marketing mixes.  
The two valid elements for a positioning strategy are positioning according 
to customer service and positioning according to people.  Positioning by 
superior processes is valid, but was rated lower.   
The high values of the two elements suggest that a positioning strategy by 
an alternative marketing mix might be successful in increasing the 
competitiveness of a smaller intermediary. 
This part of the conclusion evaluated the opinions of the product suppliers 
in terms of the marketing mix positioning strategies.  When the product and 
price positioning are considered, the positioning market strategy identified 
as most effective was for a quality value proposition – without neglecting 
pricing standards.  Competitiveness for the smaller intermediary lies in 
offering a quality product or service at an acceptable, competitive price.   
Positioning by the alternative marketing mix is possible.  The alternative 
marketing mix elements that can be implemented, as identified by this 
study, are people and customer service.  
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Part four:  Differentiation 
Part four consists of only one question. Where do you rate the effectiveness 
of the various elements of differentiation?  
Question 14:  The intermediary can select from various elements to achieve 
differentiation from the competitors.  Rate the effectiveness of adopting 
these elements. 
The opinions of the product suppliers in terms of the various elements are 
dispersed as follow: 
The top three elements by which to differentiate are: 
 Differentiate the service offering. 
 Providing simple and consistent service. 
 The people of the organisation. 
The middle four elements by which to differentiate are: 
 Being a specialist. 
 Brand image. 
 Technology in processes. 
 Differentiate the product. 
The lowest three elements by which to differentiate are: 
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 Differentiate the place. 
 Advertising intensity. 
 Focusing on the heritage of the intermediary. 
Although a differentiation strategy would be effective for the middle group 
(being a specialist, brand image, technology in processes and product 
differentiation), it is the top three elements that are the most effective for 
differentiating. 
Differentiating the service offering in combination with providing simple and 
consistent service could be effective and could be supported by service 
quality elements.  In addition, the organisation could be differentiated by the 
power of the right people who can add to the image of the company, adopt 
the elements of service quality, and are well trained in specialised skills. 
5. 3.   Recommendations 
With the analysis of the results completed, it is now necessary to lay 
emphasis on the knowledge gained from this study. The primary 
beneficiaries of this study are the small and medium-low-impact short-term 
intermediaries. The aim is to provide strategies to increase the 
competitiveness of these entities. 
The following strategic direction is proposed – with three alternatives for 
positioning and differentiation strategies. A schematic conclusion is 
provided for the strategic direction in Figure 5.1. 
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Strategic direction 
The small and medium-low-impact intermediary must decide on a generic 
strategic direction of differentiation or cost leadership. 
The underlying theme of the survey research suggests that a differentiation 
strategy is the preferred direction for the intermediary.  Differentiation 
should be directed towards a quality intention. Because of the personal 
nature of the intermediary service, a personalised service offering must be 
followed. 
Based on the small nature of the organisations, a niche strategy is the 
proposed route to segmentation.  A personalised service would be easier to 
adopt with a niche strategy, than with a mass-market strategy, where 
industrialisation would be the most likely route to follow. 
Segmenting 
Segmenting the target market can be done by lifestyle, geographical areas, 
demographics – or the benefits sought.  The intermediary must search for 
his/her niche in these segments. 
The target market selection process starts with the identification of the total 
market. This is followed by determining the bases for segmentation by 
benefits sought lifestyle, demographic or geographical.  Each selected 
segment is profiled and the potential profitability assessed.  The preferred 
segment for targeting can then be selected.  
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The intermediary can adopt variety-based or needs-based positioning. If 
variety-based positioning is adopted, the intermediary’s competitive 
advantage is in providing all the financial needs of the customer.  Adopting 
this direction would ensure that competition from other product and service 
providers would be minimised. 
Adopting needs-based positioning increases the risk of competition – by 
selecting only a few financial products to cater for.  The other financial 
products are provided by other product and service providers; and this 
would increase the risk of losing access to the customer if a variety-based 
competitor provides all the financial products.  However, this strategy could 
allow the organisation for being perceived as a quality provider and a 
specialist. 
Positioning and differentiation 
There are three main positioning strategies that can be followed by the 
intermediary deemed to be the most successful.  These positioning 
strategies can be tailored to the customers’ needs to provide for a 
differentiated service offering.  The three main strategies are positioning 
and differentiating the people, quality and service quality elements of the 
organisation. 
When positioning by the people element, the people of the organisation 
must represent the image.  The selected strategy is for a quality and 
personalised approach and therefore the people must be adequately trained 
and customer focussed.  The special skills and knowledge of the people 
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must be observed by the customer.  Differentiation of the people power is 
the main source of uniqueness and difference. 
When positioning by quality, the focus should be on the price/quality 
relationship.  The quality should substantiate a price premium.  Deciding on 
the quality positioning strategy entails differentiating the service offering 
through quality and value aspects.  To assume a leadership position by 
following this approach, the value presented to the customer must 
constantly be increased and the quality constantly improved. 
The final positioning strategy is to position according to service quality.  
When selecting this strategy the organisation must adopt service quality 
elements through its people and processes. The important elements are 
credibility, reliability, competence, communication, accessibility, 
responsiveness and monitoring of customer satisfaction.   
Differentiation of service quality means adopting a simple and consistent 
service approach. 
These three main positioning and differentiation strategies can be 
implemented independently or in combination.  These three concepts are 
interrelated and concentrate on the theme of quality.  The quality offering 
arises from the people element, the service offering or the service quality. 
The result of positioning and differentiation is to provide to the customer 
more value at the same price, or at a reasonably increased price.   
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Branding, communication and image 
The selected generic strategy and the positioning and differentiation 
strategies must be apparent to the customer.  This is presented by the 
image of the company, as it is perceived by the public. 
Placing the image in the mind of the public is achieved through branding 
and communication. The intermediary can choose from branding the 
organisation, branding the product line or the branding of different product 
classes. The small and medium-low-impact intermediary would be more 
successful by branding the organisation.  Branding can be achieved by 
adopting brand symbols and communication material.   
Another successful communication tool, on account of the personal nature 
of the intermediary industry, is personal selling.  
The way forward 
When the proposed strategies are compared to the traditional and extended 
marketing mix, it becomes apparent that the positioning elements of 
product, price, promotion, people and service quality are vital to the 
competitiveness of the intermediary.  These are the elements that must be 
nurtured, in order to be successful. 
With the adoption of a generic differentiation strategy focused on quality, 
people, service quality and personalisation, the image of the organisation 
must reflect this in every way; and a brand must be built around these 
concepts.  However, for this strategy to be effective, the whole small and 
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medium-low-impact intermediary segment of the industry should be 
perceived by the public, as providing a quality offering with personal 
attention.  
5. 4.   Future research 
For future research prospects, the following directions could be pursued: 
 With the most relevant marketing strategies for the small and 
medium-low-impact intermediary identified in this study, the 
success of the implementation of these strategies by an 
intermediary could be investigated. 
 This study has researched the available positioning and 
differentiation marketing strategies, without focusing on the target 
market selection.  It would be useful to focus research on the 
acceptability of proposed marketing strategies in selected target 
markets. 
 A similar study could be undertaken to identify the positioning and 
differentiation strategies for the medium-high and high-impact 
intermediary, in order to increase competitiveness in these areas 
too.  
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Figure 5-1:  Strategies proposed for increasing the competitiveness of the small and medium-low-impact intermediary.  
 
Source:  Author 
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ANNEXURES      
ANNEXURE A:  Full list of the subcategories for financial products 
Subcategories as listed by the Financial Services Board (2011a): 
(1) Long-term insurance Category A 
(2) Short-term Insurance Personal Lines 
(3) Long-term insurance Category B 
(4) Long-term insurance Category C 
(5) Retail pension benefits 
(6) Short-term Insurance Commercial Lines 
(7) Pension Funds Benefits (excluding retail pension benefits) 
(8) Securities and instruments referred to in paragraph (a) of the definition 
of “financial product” in section 1(1) of the Act 
(9) Participatory Interests in one or more collective investments schemes 
(10) Foreign currency denominated investments instruments, excluding 
foreign currency deposits 
(11) Health Service Benefits 
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(12) Deposits, as defined in section 1(1) of the Banks Act 1990 (Act No.94 
of 1990), including foreign currency deposits, of a term exceeding 12 
months; 
(13) Deposits as defined in section 1(1) of the Banks Act 1990 (Act No.94 
of 1990), including foreign currency deposits,  with a term of 12 
months or less; 
(14) A benefit provided for by a friendly society contemplated in paragraph 
(d)(ii) of the definition of “financial product” in section 1(1) of the Act 
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ANNEXURE B:  List of typical insurers 
A list of typical insurers, as listed by the Financial Services Board (2011a): 
(1) ABSA Idirect Limited (direct insurer) 
(2) ABSA Insurance Company Limited (direct insurer) 
(3) Alexander Forbes Insurance Company Limited (direct insurer) 
(4) Auto and General Insurance Company Limited  
(5) Chartis South Africa Limited 
(6) Compass Insurance Company Limited 
(7) Constantia Insurance Company Limited 
(8) Dial Direct Insurance Limited (direct insurer) 
(9) Discovery Insure Limited 
(10) Etana Insurance Company Limited 
(11) Hollard Insurance Company Limited 
(12) Infinity Insurance Company Limited 
(13) Lion of Africa Insurance Company Limited 
(14) Lombard Insurance Company Limited 
(15) Miway Insurance Limited (direct insurer) 
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(16) Momentum Short-Term insurance Company Limited 
(17) Mutual & Federal Insurance Company Limited 
(18) New National Assurance Company Limited 
(19) Oakhurst Insurance Company Limited (direct insurer) 
(20) Outsurance Insurance Company Limited (direct insurer) 
(21) Regent Insurance Company Limited 
(22) Renasa Insurance Company Limited 
(23) Resolution Insurance Company Limited 
(24) Safire Insurance Company Limited 
(25) Santam Beperk 
(26) Saxum Insurance Limited 
(27) Unity Insurance Limited 
(28) Western National Insurance Company Limited 
(29) Zurich Insurance Company South Africa Limited 
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ANNEXURE C:  Questionnaire 
QUESTIONNAIRE 
Evaluating the aspects of service quality, positioning and differentiation 
for a short term insurance intermediary 
    
  
The questionnaire evaluates what you as insurer expect from the intermediary distribution 
channel. 
  
The Intermediary evaluated is the small and medium-low impact FSP.  This is for all FSPs 
with less than 10 representatives. 
  
A rating scale is required for the various elements of the questions.  There are a total of 14 
questions. 
    
  ALL INFORMATION WILL BE TREATED AS HIGHLY CONFIDENTIAL   
          
  
Researcher detail:  Francois Stümke, MBA student at Nelson Mandela 
Metropolitan University   
  Also a financial service provider, Stümke Makelaars FSP Number 7705   
  E-mail address   mba@stumke.co.za   
  Cell phone number   083 419 4819   
  Fax number   086 619 7047   
          
What is your position in the company e.g. CEO, MD, GM, 
Executive etc.   
  
What percentage of the company's business originates 
from intermediaries * 
    
What percentage of the company's business originates 
from small or medium-low impact FSPs. (Exclude FSPs 
with more than 10 representatives) * 
    
  
* Not necessary to complete if data sensitive or unavailable, however it will help 
towards the quality of the study. 
  
          
  
Please choose a number from 0 - 10 and write it next to each statement to indicate how much 
you agree with that statement. 
 
 
  
0      1      2      3      4      5      6      7      8      9      10 
 
  
  
      Not at all                                                     Extremely 
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Nr Question Elements RATE QUESTION SECTION 
1 
The place of business must represent the 
image of the company 
  
QUESTION 1:  Rate 
the importance of 
these elements to 
the customer. 
SER
V
IC
E Q
U
A
LITY
 
2 
The people (employees) must represent 
the image 
  
3 
The equipment adds to image of the 
company 
  
4 Communications material add value    
5 Brand symbols   
6 Strong organizational image   
7 
Specific provider (individual broker) is 
involved with most processes 
  
8 
Provision for self-service by the customer 
e.g. online service 
  
9 Recruit right people   QUESTION 2:  Rate 
the effectiveness of 
these elements in 
ensuring that 
service quality stays 
consistent. 
10 Provide training   
11 Monitor customer satisfaction   
12 Standardise    
13 Customise   
14 Reliability   
QUESTION 3:  Rate 
the importance of 
these elements for 
service quality 
experience. 
15 Responsiveness   
16 Competence   
17 Accessibility   
18 Communication   
19 Credibility   
20 Security   
21 Understanding the customer   
22 Industrialized services   
23 Harness Technology   
24 Shortage of people with specialized skills.   Question 4:  Rate 
the internal factors 
inhibiting growth for 
demand in 
intermediate 
services. 
C
O
M
P
ET
ITIO
N
 
25 Limited branding   
26 Limited marketing skills 
  
27 Mass target market strategy   QUESTION 5:  Rate 
the available 
strategic direction 
for intermediaries to 
follow. 
28 Niche target marketing strategy   
29 
Variety based positioning: cater for all the 
financial needs of the customer e.g. short 
term insurance, life, investments etc. 
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30 
Needs based positioning: cater for one 
financial need only e.g. short term 
insurance 
  
31 Personalisation of services   
32 Industrialize services   
33 Cost Leadership   
34 Differentiation   
35 Quality   
36 Price   
37 Demographic   QUESTION 6:  Rate 
the relevance of 
segmenting by 
these elements. 
38 Geographical   
39 Lifestyle   
40 Benefits sought   
41 By functional benefit   QUESTION 7:  Rate 
the elements in 
terms of importance 
for positioning the 
product. 
P
O
SITIO
N
IN
G
 
42 By Price/quality offering   
43 By product class   
44 Against a competitor   
45 Maintain price and add value   QUESTION 8:  Rate 
the effectiveness of 
these strategies for 
intermediaries to 
deal with price 
competition. 
46 Reduce price   
47 Increase price and improve quality   
48 Launch a low price line   
49 More value for more price   
QUESTION 9:  Rate 
positioning 
strategies for the 
Intermediary in 
terms of value 
versus price. 
50 More value for the same price   
51 The same value for less price   
52 Less value for much less price   
53 
More value for less price (short term 
strategy) 
  
54 Reduced selling and distribution cost   
QUESTION 10:  Rate 
the benefits to the 
product suppliers of 
using 
intermediaries. 
55 Special skills and knowledge of brokers   
56 Wide representation   
57 Knowledge of local markets   
58 
Offer a wider of choice of products to the 
customer 
  
59 Personal selling   QUESTION 11:  Rate 
the importance of 
the elements of 
promotion for the 
intermediary. 
60 Advertising   
61 Public relation 
  
62 Branding the organisation 
  
 
QUESTION 12:  Rate 
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63 
Brand the product line e.g. brand for 
personal lines, brand for commercial, 
brand for niche 
  
the branding 
options available to 
the Intermediary. 
64 
Adopt a multi brand strategy for different 
product lines 
  
65 
People e.g. quality of personnel, broker 
etc. 
  QUESTION 13:  Rate 
the success of a 
positioning strategy 
by. 
66 Customer service   
67 Superior processes   
68 Differentiate the product   
QUESTION 14:  The 
intermediary can 
select from various 
elements to achieve 
differentiation from 
competitors:  Rate 
the effectiveness of 
adopting these 
elements. 
D
IFFER
EN
T
IA
TIO
N
 
69 Differentiate the place   
70 Differentiate the service offering   
71 The people of the organisation   
72 Brand image   
73 Advertising intensity   
74 Technology in processes   
75 Simple and consistent service   
76 Focusing on heritage   
77 Being a specialist   
Thanks for your participation, Francois 
  
